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The hammer with the 


Solf club feel 


HERE’S a new kind of hammer on the 

j Bee with a handle that was copied 
after a golf club shaft. It won’t make a 
week-end golferwant tostay homeand drive 
nails. But it actually has a golf club feel. 
The idea was to create a handle that 
wouldn’t break and that wouldn’t transmit 
shock. It had to be stronger than wood, 
more flexible than solid steel. What could 
they use? The engineers at True Temper 
had an idea. Why not try the same tubing 
for the handle of this hammer that had 
helped revolutionize the design of golf club 


shafts—a certain analysis of Timken® steel ? 

So the first hammer with a hollow steel 
handle was made. Its tubular steel design 
“dampens” shock, gives the hammer 
perfect balance. But how well does it stand 
up? To find out, they first propped the 
handle against a curb and rolled a multiple- 
ton truck on it. The truck rested on the 
handle, without giving it a permanent 
bend! Then came the destruction test. 
The claws were anchored and increasing 
pressure was put on the handle until some- 
thing gave. It was the forged steel head 


BARS, BILLETS, SEAMLESS TUBING 


AND GRAPHITIC TOOL STEELS 


that broke—not the handle! Witha handle 
like that, no wonder the manufacturer can 
guarantee the hammer indestructible for 
all normal use. 

Here was a hammer handle that was 
stronger and tougher than any other ever 
made. Yet the Timken steel tubing is easy 
to draw and heat treat, and the manufac- 
turer can make the handles to close toler- 
ances with practically no rejects. 

This is a case where one problem 
‘solved by Timken alloy steel” helped 
solve another. Your problem may be 
similar to many we’ve already solved. If 
you have a special steel problem, why not 
bring it to us? Write: The Timken Roller 
Bearing Company, Steel and Tube Divi- 
sion, Canton 6, Ohio. Cable address: 
**Timrosco”. Tapered Roller Bearings, 
Alloy Steeland’ Tubing, Removable Rock Bits. 
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———= LIME IS RUNNING OUT* —— 


if you wish to obtain -WITHOUT CHARGE-—all six 
volumes of Churchill’s Jhe Second World War by 
joining the Book-of-the-Month Club now and buying 









as few as six books during the next twelve months 


To date close to 100,000 men and 

women have enrolled in the Book-of- 
the-Month Club as a result of this un- 
precedented Trial Membership offer. If 
the demand continues, the remaining 
copies of the present edition will soon be 
exhausted. Another edition is unlikely— 
at least for some time—since it will take 
an extended period to print and bind 
such an expensive set. 


The complete set is offered in this 
Trial Membership to demonstrate three 
things about the Club, important to 
every book-reading family. 


* First: that as a member of the Club 
you are kept from missing the important 
books you want to read. For example, all 
six of these Churchill books were regular 
Club Selections. 


¥%& SECOND: that you get such books from 
the Club at a considerable saving. For 
example, the regular retail price of each 
of these Churchill volumes is $6.00; the 
price to Club members is only $4.00. Last 
year, on the average, the price paid by 
Club members for Selections was about 
18% less than the retail price. 


%& THIRD: that, on top of this, you share 
in around $12,000,000 worth of free 
books distributed during the year to 
members as Book-Dividends. These six 
Churchill volumes may be considered 
“advanced” Book-Dividends, earned by 
the purchase of the six books you en- 
gage to buy later. 





CONDITIONS OF THIS OFFER 


% YOU AGREE TO BUY AS FEW AS SIX 
BOOKS within your first year of member- 
ship, from among the Club Selections and 
Alternates. During the year at least 100 
good books will be made available to 
you, from which you may choose. You 
receive a careful advance description of 
each Selection and if you think it is a 
book you would not enjoy, you send 
back a form (always provided) specify- 
ing some other book you may want. Or 
you may say, “Send me nothing.” 


%* YOU WILL RECEIVE ALL SIX VOLUMES OF 
THE SECOND WORLD WAR AT ONCE. They 
w.ii be sent with the first book you order 
from the Club. For a list of good books 
from which you can choose your first 
selection, please see coupon below. 


% AFTER BUYING SIX BOOKS—and as long 
as you remain a member—you will re- 
ceive a Book-Dividend with every sec- 
ond book you buy—a beautiful or useful 
library volume. This can be afforded be- 
cause a fixed percentage of what each 
member pays is set aside in a special 
fund, and then invested in enormous edi- 
tions of other books, each of which is a 
Book-Dividend sent free to members. 


% YOU MAY CANCEL YOUR MEMBERSHIP 
any time after buying six books. Mem- 
bership in the Club is for no fixed period, 
continuing until notice of cancellation is 
received from the member. 














BEGIN YOUR MEMBERSHIP WITH ANY OF THE BOOKS LISTED HERE 





(1 THE DAY LINCOLN WAS SHOT 


by Jim Bishop $3.75 


BOOK-OF-THE-MONTH CLUB, Inc. A1252 
345 Hudson Street, New York 14, N. Y. 
















(DO MY BROTHER'S KEEPER 
by Marcia Davenport $3.95 
(0 THE CORNERSTONE 
by Zoé Oldenbourg 
Price (to members only) $3.95 
(C NO TIME FOR SERGEANTS 
by Mac Hyman $2.95 
(1 AN ALMANAC OF LIBERTY 
by William O. Douglas 
Price (to members only) $3.95 
(1 SWEET THURSDAY 
by John Steinbeck $3.50 
(0 THE FALL OF A TITAN 
y Igor Gouzenko 

Price (to members o ly) $3.95 
(1 MARY ANNE 

by Daphne du Maurier $3:50 
(1 GOOD MORNING, MISS DOVE 
by Frances Gray Patton $2.75 


$ 0 A STILLNESS AT APPOMATTOX 
3 6 by Bruce Catton 
Price (to members only) $3.95 


RETAIL PRICE OF THE SIX BOOKS 
IF BOUGHT SEPARATELY 








Please enroll me as a member of the Book-of-the-Month 
Club.+ I am to receive THE SECOND WorLD War by 
Winston Churchill, in six volumes, immediately, with the | 
purchase of my first selection, indicated at left. I agree to | 
purchase at least six monthly Selections—or Alternates— 
during the first year I am a member. After my sixth pur- 
chase, with every second book I buy—from among the 
Club Selections and Alternates—I am to receive the cur- 
rent Book-Dividend; then being distributed. I have the 
right to cancel my membership any time after buying six 
selections from the Club. After my first year as a member, 

I need buy only four such books in any twelve-month 
period to maintain membership. The price to be charged | 
for each book will never be more than the publisher’s | 
price, and frequently less. (A small charge is added to | 
cover postage and mailing expenses.) 








| 
| 
| 
Mr. | 
Mrs. | 
Miss (Please Print Plainly) | 
| 
Address. 
| 

City wis + Se gee RED 





Book prices are slightly higher in Canada, but the Club 
ships to Canadian members, without any extra charge 
for duty, through Book-of-the-Month Club (Canada), Ltd. 








{Trade-Mark Reg. U.S. Pat. Off. and in Canada 
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%& What Upset in Russia 
IN Really Means to U.S. 


For the whole story, see: Interview 
with a former Soviet agent, page 70... 
Two of Russia’s new top men talk, page 
75... Close-ups of Khrushchev and 


Bulganin, page 58... Mr. Eisenhower's 


ISSUE 


comments on Zhukov, page 88 . .. How 
strong Russia is now, page 23... Food 
—her big weakness, page 28 . . . What 


next in Russia, page 19. 


% Machines vs. Men—Who Will Get the Jobs? 


Do revolutionary new machines mean more, or fewer, jobs 
for workers? The Economic Unit of U.S. News & World 
Report provides answers in a special survey. See page 92. 


%  tke’s Program for More Schools 


Here, in detail, is the Administration’s plan for emergency 
action to meet the shortage in school classrooms. Text of Mr. 
Eisenhower's message, page 78. What it would do, page 30. 
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U.S. NEWS & WORLD REPORT | 

Circulation Department, 437 Parker Ave., Dayton 1, Ohio 

Please enter my subscription to U. S$. News & World Report | 
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Canada, $5, other countries, $6.) | 
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Kilowatts 
or therms ? 


Would your banker 


know 2? 








, LOAD DISPATCHER’S OFFICE of a large Midwestern 
utility company might be the last place you’d expect 
to find a bank officer. 


But the man you see on the right, looking over 
instruments on a load control board, is a vice-president 


of The First National Bank of Chicago. 


This banker is from Division H, the Division of our 
Commercial Banking Department that serves the elec- 
tric and gas companies. Through his experience — and 
a close association with utility officials like the one 
accompanying him here—he has a specialized knowl- 
edge and interest in helping your utilities take care of 
your increasing demands. 


He knows the progress that’s been made in pro- 
viding essential gas and electricity. He knows that 
both electricity and gas have been supplied in in- 
creasing volumes and with increasing efficiency over 
the past several decades by private utilities. He knows 
that the 1953 tax bill of private gas and electric 
utilities amounted to approximately 21¢ out of every 
revenue dollar, or a total of $1,851,000,000. 


And this man is typical of all the bankers in each of 
our loaning Divisions. Each Division finances one 
particular group of industries exclusively. It is staffed 
by officers who are “industry specialized” bankers — 
men who get out in the field and study new develop- 
ments firsthand. This means that whatever your busi- 
ness, there’s a group of loaning officers at The First 
who specialize in it. They can serve you better because 
they know what kind of financing you need and why. 


Find out how this modern kind of banking can 
benefit you. A phone call or letter today will put you 
in touch with a man from The First—a banker who 
really speaks your language. 


The First National Bank 
of Chicago 


Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 














Can YOU 
CUT COSTS 


WITH 


PLY-VENEER? 











Douglas fir 
veneer core with kraft facings 


PLy-VENEER is both light and strong! 
It resists warping and delamination 
due to moisture. It can be routed, 
folded, sawed, nailed, stapled or 
glued. Available in several weights. 


FOR BOXING & CRATING 


Combining high strength and low weight, 
Ply-Veneer can often replace heavier, 
more costly materials with savings in 
space and shipping costs. We manufac- 
ture a wide variety of containers to order 
... Or you may buy Ply-Veneer as panel 
stock for box and crate fabrication. Var- 
ious sizes and thicknesses. 


FURNITURE & CABINET WORK 


An economical material for manufacture 
of backs, bottoms or interior parts of 
furniture and cabinets. Easy to work, 
using standard woodworking equipment, 
tools and methods. 


MANUFACTURING 


Often reduces manufacturing cost for a 
broad range of products now made from 
plywood, hardboard, plastics, wood, etc. 
A few typical uses: Games, toys, signs, 
lockers, luggage, mirror backs, pallets, 
box shook, file and storage cabinets. 


Free Literature 


Write for Box or Panel Stock folders. 
Field engineering service on request. 
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The March of the News 


UNDERPAID CONGRESS? 


wars GOVERNMENT OFFICIALS dis- 
cussed the tense situation around 
Formosa, the “folks back home” had an- 
other complaint. Letters to Congressmen 
rarely mentioned the Far Eastern crisis. 
But many legislators were getting in- 
quiries about the proposal to raise con- 
gressional salaries and allowances to 
$25,000 per year. 

A Senator or Representative now gets 
a salary of $12,500, plus a $2,500 ex- 
pense allowance. Representative Victor 
Wickersham (Dem.), of Oklahoma, says 
he is one of about 100 House members 
who are forced to draw their salaries 
months in advance—and go into debt try- 
ing to make ends meet on that amount. 

Many voters, apparently, were unsym- 
pathetic. The Gallup Poll reported 63 
per cent of the people “disapprove” of a 
congressional pay hike at this time. 


MILITARY PROBLEMS 


_— TO PARE DOWN the size of U.S. 
armed forces ran into new objections 
on Capitol Hill. Senator Richard B. Rus- 
sell (Dem.), of Georgia, who heads the 
Armed Services Committee, called for a 
“close re-evaluation” of military cutbacks 
in the light of the Formosa crisis and the 
shift in Russian leadership. 

General Matthew B. Ridgway, Army 
Chief of Staff, who has also been critical 
of the manpower cuts, told a House com- 
mittee the nation’s military Reserves 
“would fail us in an emergency.” The 
General estimated that it would take 10 
months to get National Guard units into 
combat under the present setup; urged 
approval of the Administration plan for 
a “minute man” Reserve force of 3 mil- 
lion men. 


BREAKFAST WITH IKE 


po APPLES AND SAUSAGE were on the 
menu as President Eisenhower sat 
down to breakfast with 22 Republican 
women. It was the second in a series of 
get-togethers arranged by the Republi- 
can National Committee to give the 
President the feminine viewpoint. 
Besides Miss Bertha Adkins and Miss 
Anna Wheaton, of the National Commit- 
tee, these women spent an hour and 40 
minutes chatting with Mr. Eisenhower: 
Congresswomen: Marguerite S. 
Church (Ill.); Katharine St. George 
(N.Y.); Ruth Thompson (Mich.). 
National Committeewomen: Mrs. 
Marjorie H. E. Benedict (Calif.); Mrs. 
William Preston Few (N.C.); Mrs. 


Gladys E. H. Knowles (Mont.); Mrs. 
Gilford H. Mayes (Ida.); Mrs. A. C. 
Remmel (Ark.); Mrs. Webster B. Todd 
(N.J.), and Mrs. Neal Tourtellotte 
(Wash. ). 

Federal officeholders: Miss Albina 
Cermak, U.S. Collector of Customs; Mrs. 
Dorothy D. Houghton, Foreign Opera- 
tions Administration; Mrs. Dorothy Mc- 
Cullough Lee, Federal Parole Board; 
Mrs. Alice K. Leopold, assistant to the 
Secretary of Labor; Mrs. Pearl Pace, 
Foreign Claims Settlement Commission; 
Mrs. Robert L. Vann, International De- 
velopment Advisory Board. 

Other Republican leaders: Mrs. Mar- 
garet Brock (Calif.); Mrs. James Cath- 
cart (Ill); Mrs. J. Cheever Cowdin 
(N. Y.); Mrs. Sara G. Leffler (Penna.). 


BOND BONANZA 


ETTING RICH QUICK by means of 
G chain letters is still frowned on by 
the Post Office, even when savings bonds 
are used in place of money. The latest 
fad requires an outlay of $37.50 for two 
$25 savings bonds. The buyer gives one 
to his sponsor and sends a receipt for the 
other to the person at the top of a list— 
after deleting the first name and adding 
his own at the bottom. Promised return: 
“$38,400, or $51,200 if you wait 10 
years.” 

Postmaster General Arthur E. Sum- 
merfield moved to head off the new 
craze: He announced an investigation, 
with possible Justice Department action. 
Meanwhile, sales of series E savings 
bonds in January were the highest since 
1946. 


DIXON-YATES DEBATE 


HE DIXON-YATES POWER CONTRACT was 
Tein a hot potato in Washington. 
Atomic Energy Commissioner Thomas 
E. Murray, who wants to cancel the 
contract, was outvoted 2 to 1 when the 
newest AEC Commissioner, Willard F. 
Libby, joined with AEC Chairman Lewis 
L. Strauss to oppose cancellation. 

Mr. Murray told the Joint Commit- 
tee on Atomic Energy that the Dixon- 
Yates matter was holding up business of 
the Commission, had required 2,087 
man-hours of work since last Novem- 
ber. Mr. Strauss disagreed; illustrated 
his testimony with big wooden crates 
full of AEC “reading papers.” After 
testimony from both sides, the Congress- 
men set aside the subject, began check- 
ing other problems. But few of them 
expect the Dixon-Yates issue to dis- 
appear. 
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Inviting customers to call collect 
sales of 4000 first month 


brings parts 





Equipment Supply Co. delivers parts ordered by Long Distance. 
The company serves West Texas, Southern New Mexico and Northern Mexico. 


To give customers quick, dependable 
parts delivery and service, the Equip- 
ment Supply Co. invites its United 
States customers to call collect by 
Long Distance. 


In the first month of the Call Collect 
Plan, sales of $4000 in parts were 
attributed to calls costing only $60. 
And the plan is doing more than 
building parts sales. 


“We know that new tractor sales 
have increased due to this promise of 


good service,’ the company reports. 
“We have gained many new customers 
as well as improved relations with 


our old customers.” 


fou can start a similar plan today. 
The only equipment you need is the 
telephone on your desk. And there 
are many other ways you can make 
Long Distance increase sales. If you 
would like a telephone company rep- 
resentative to stop in and explain 
them, call your Bell Telephone Busi- 
ness Office. 


BELL TELEPHONE SYSTEM 


A case history of 


Equipment Supply Co., In 


E| Paso, Texas 


C. 





LONG DISTANCE 
RATES ARE LOW 


Here are some examples: 


Cleveland to Pittsburgh . 
Des Moines to Rock Island . 
Cincinnati to Evansville, Ind. 
El Paso to Albuquerque . 





Wilmington to Lancaster, Pa. 


40¢ 
60¢ 
70¢ 
75¢ 
85¢ 


These are the daytime Station-to-Station 
rates for the first three minutes. They do 
not include the 10% federal excise tax. 


Call by Number. It’s Twice as Fast 














new 
automatic 
factory 
does 
18-hour jo 


In 


4 minutes 





A MOVING BELT starts ground cork on the 
journey that turns it into cork composi- 
tion for industrial use. Mixed with 
binder, ground cork is compressed into 
mats and cured by a new dielectric 
method that takes advantage of the polar 
nature of cork and binder molecules, 
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Today, in the Pittsburgh plant of the Armstrong 
Cork Company, a 7-story combination of automatic 
controls and electronic baking is turning ground cork 
into cork composition mats faster than ever before 
. and doing it better. Sheets sliced from these 
mats are far more uniform, make more dependable 
gaskets, clutch facings, and other cork products. 

Cork is one of nature’s best heat insulators. That’s 
why, using steam heat, it used to take at least 6 hours 
of baking to set the binder of a 3-inch-thick mat. 
Often the outside of the mixture was “overcooked” 
before the center was done. Now, a mat three times 
as thick is baked electronically in about 4 minutes 
. . . 270 times as fast as the 18 hours required to 
bake three 3-inch mats by the old steam method. 

Uniformity in mixing, too, is assured by automatic 
machinery that thoroughly blends ground cork with 
binder ingredients. Extremely sensitive equipment 
is needed because cork is so very light. For example, 
4 ounces is the average load metered by a continuous 
weighing belt that’s accurate within 1%. 

Cork’s light weight creates blending problems, 
too. It’s difficult to make the light particles rub 
against each other hard enough to spread the heavier 
binder. A specially designed, high-speed, continu- 
ous mixer solves the problem. It pours a large 
amount of energy into a small amount of cork—30 
horsepower into only 10 pounds of mix. Mixing 


Electronics and automation team up to produce 
better cork com positions for expandin g industrial use 





takes place under pressure in the confined area be- 
tween a cylinder rotating within a slightly larger 
fixed cylinder. Every particle is coated with binder 
in 10 to 15 seconds. 

To turn the mix into cork composition, it must be 
compressed into a mold and baked. For high den- 
sity compositions, mix weighing 3 pounds per cubic 
foot must be compressed until it weighs 35 pounds 
per cubic foot. A hydraulic press three stories high 
does this job. On a 28” x 50” plate, it exerts pres- 
sures up to one million pounds. 

After compression, the mix goes into a dielectric 
oven. While steam-cured cork composition varied 
as much as 18% in density, electronically cured mats 
vary less than 3%—a sixfold improvement. 


To meet the changing needs of industry, Armstrong is con- 
tinually developing new, more dependable types of cork 
composition. Among the more important are facings for 
automotive and appliance 
clutches. For a discussion 
of cork as a clutch facing, 
send for the new 20-page 
illustrated manual, “Arm- 
strong Resilient Friction 
Materials.” Write on your 
letterhead to Armstrong 
Cork Company, Industrial 
Division, 8202 Dunlap Rd., 


Lancaster, Pennsylvania. 





(Aymstrong INDUSTRIAL PRODUCTS 
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adhesives . . . cork composition . . . cork-and-rubber . . . felt papers . . . friction materials 
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MOLECULES SWING BACK AND FORTH LIKE THIS 13,000,000 TIMES A SECOND. 








CORK AND BINDER MOLECULES are dipoles— 
that is, electrically positive at one end, 
negative at the other. When the cork mix 
is placed between two charged electrodes, 
the molecules always turn their positive 
poles toward the negative electrode. By 
alternating the electrodes from positive to 


negative at high frequency (13 mega- 
cycles), the dipolar molecules are made to 
swing violently back and forth 13 million 
times a second. Friction developed be- 
tween these moving cork and binder mole- 
cules uniformly heats the 9-inch-thick 
mat from top to bottom in only 4 minutes. 





THE CURED MAT 3S SLICED into sheets vary- 
ing from 14-inch to l-inch thick. Be- 
cause mixing is precise and dielectric heat- 
ing cures the mats evenly, these cork 
composition sheets are exceptionally uni- 
form in density, tensile strength, com- 
pression and recovery range, and in color. 
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The “Two-Ten” Handyman—one of Chevrolet’s four 
beautiful new Station Wagons with Body by Fisher. 





Never have you seen Station Wagons 


as wonderful as the new Chevrolets! 


You can have your cake and eat it, too—with Chev- 
rolet’s spanking-new line of Station Wagons! For here 
is sophisticated big-city style (and the longest look of 
any Chevrolet) . . . plus pack-horse performance and 
astonishing new utility features. Now, both the rear 
seat cushion and the backrest fold flush with the floor 


to give almost 11 inches more cargo space. Curved 





rear quarter windows combine with the deep Sweep- 





Sight Windshield to give visibility unlimited. With this 


two-in-one versatility you get all of Chevrolet’s great 


engineering advances—the 162-h.p. **Turbo-Fire V8”’ 
or the two new “*Blue-Flame”’ 6’s, the smoothness of 
Glide-Ride front suspension, the stability of outrigger 
rear springs, Anti-Dive braking control, 12-volt electri- 
cal system and new Synchro- Mesh transmission. Plus 
your choice of extra-cost options such as Powerglide 
automatic transmission or Overdrive, Power Steering, 
Power Brakes—even Air Conditioning (on V8 models). 


See your Chevrolet dealer. . . . Chevrolet Division of 


General Motors, Detroit 2, Michigan. 


More than a new car Prcvievno.rr a new concept of low-cost motoring 
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24th and N Streets, N.W. 


Newsg am Washington, D. C. 


You can sit back and relax a bit now, pretty sure of these things: 

Communists of Russia and China aren't going to start anything. They have 
troubles enough of their own without borrowing more. 

War around Formosa is less of a prospect than ever. Tachen pull-out, 
arranged by U.S., gave Communists their chance to shoot. They didn't take it. 

Bluff and bluster will go on; will frighten some people. 

Communists make a business of noise and tough talk. They cash in on the 
innate desire of non-Communist nations for peace and quiet. They do not, 
however, take a chance on losing everything just to back up their talk. 











Moves going on in the Soviet Union are made from weakness, not strength. 

Fear of German rearmament is part of it. Fear of each other and of the 
Russian people also plays its part in making Russia's rulers uneasy. 

Failure of Communism to match non-Communist prosperity has a part. 

Communists are getting no place with their system. Farmers balk at 
producing for an uncertain return. Workers fail to increase productivity under 
a modified form of slave system. Managers try little new, take few chances when 
the reward of success is uncertain and the reward of failure is a concentration 
camp. The whole setup is turning out to be a flop. 








Hatred, deep-seated, is one trade-mark of most Communist countries. 
Hunger, even starvation, is another. Fear, on every side, is a third. 

Basic Communist dilemma is simply this: 

Give people an inch, and they will demand more, including freedom. 

Hold the people down, and pressures will build to ultimate explosion. 








Malenkov talked of giving the people more. He couldn't deliver. 

Khrushchev now says he'll hold them down. Maybe. Stalin, however, found 
that it took vast purges, rivers of blood to do that for very long. 

Stalin's job was easy compared with the job Khrushchev faces. Stalin had 
no Eastern Europe, with its 110 million people, to tame. Hatred of the 
Communists in East Europe is bitter. Stalin, too, didn't face a Germany that 
may harbor revenge, or a U.S. that might have a few scores to settle. 


What to expect of Soviet Russia now most probably is this: 

Tough talk will be played up. Khrushchev is known as a tough talker. 

Peaceful coexistence will be emphasized less. Threats, designed to hold 
back German rearmament still further, will be revived. 

Armament industries in Russia will continue to be emphasized. 
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NEWSGRAM--TOMORROW-~- (Continued) 


Party control of the Army will be tightened, if possible. Bulganin is a 
party hack with broad experience in keeping the Army under Communist control. 
Voroshilov, pushed out front, is just a figurehead, a stooge even though he 
bears the label of "Marshal." Zhukov, Ike's friend, is a real marshal and Army 
man but of uncertain power over the ruling party hierarchy. 

Khrushchev is strictly a Communist Party man. 








Always remember this: Stalin never trusted his Army until he had killed and 
then replaced most of the officer corps above the rank of major. 

Khrushchev now faces an officer corps built up during the war and not 
of assured loyalty to him. Danger, sensed by Stalin, faces to an even greater 
degree the man who now aspires to be Russia's dictator. It's uncertainty about 
the attitude of men and lower-ranking officers that makes life so uneasy for the 
self-perpetuating group of Communists who want to rule. 


This much does seem evident from Russia's political weakness: 

Communist China can be less sure of help from Russia in new ventures. 

"Coexistence" is to be more difficult, with uncertainty concerning just who 
is to share the coexistence. Things are too unsettled inside Russia. 

Neutralism may lose a little attraction. 

Politicians abroad who were ready to bet on Communist Russia over the 
non-Communist U.S. might begin to look a little silly now. 








In U.S. it's hard to see how the momentum of business activity can be 
broken at any time in 1955. It'll slow in summer, but pick up again. 

Income trend remains upward. Wage rates are rising. Dividends are rising. 
Employment is stable and is likely to rise. 

Prices, at the same time, are stable to a bit lower. 

Pressures are on the side of high-level activity. Auto output, booming, 
will slow. Steel might slow somewhat with autos. It's the soft-goods lines, 
though, that may tend more to feature the prosperity of this year. Building, 
too, seems assured of a record year. There is ground for optimism. 








Profit outlook is favorable, too. Profits in first quarter, 1955, will break 
records for many companies. High profits will make difficult strong resistance 
to coming wage demands in steel and in autos. 

Wage inflation seems probable once again in this year. 








Merger of AFL and CIO will have great importance over time. 

CIO, fading out, went in strongly for newfangled ideas. AFL, taking over, 
represents more old-fashioned trade unionism, less fancy programs. 

One-big-union idea, however, can offer more political power, more of the 
financial sinews needed to organize unorganized workers. 

Merged labor organizations will have an estimated 15 million members. 





White-collar workers will be the object of the first organizing drive. 
The South, eyed by unions, may not be tackled--all-out--for some time. Recent 
union efforts in that part of the country did not pay off well. 
Strikes, probably, will be fewer. There'll be fewer interunion fights. 
IQ that came in with the New Deal is fading in the newer climate. 
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Many executives who use 
today’s most advanced 
punched-card computer 

say...yes! 
Because .. .“It makes dozens of 
record-keeping decisions and calcula- 
tions every second”. . .“‘It figures out 
the complete story on our profit 
changes whenever we want it”. . .“It 
simplifies and solves our most com- 














plicated payroll, production and bill- 
ing problems.” 

The Remington Rand Univac 120 
actually does replace routine human 
thinking. Take time-keeping for ex- 
ample. It arrives at pay hours while 
allowing for thousands of variations 
in shift time, pre- and post-shift time, 
lunch hours, etc.—checks its own re- 
sults—and flags obvious human re- 
cording errors. 


Does Univac 120 eliminate intelli- 
gence? Certainly not. But it does free 
your skilled personnel for creative 
thinking. Wherever you pay for cleri- 
cal chores that involve analyzing, 
classifying, making logical decisions, 
comparing and calculating . . . Univac 
120 electronic methods will earn their 
way over and over in speed, accuracy 
and efficiency. Put it squarely up to us 
to show you how and where. 


@ 
ROOM 1214, 315 FOURTH AVE., N.Y. 10 Memingtor. M€aradl PUNCHED-CARD ELECTRONICS 
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Washington Whispers 


[Items appearing on this page are reported in Washington and other news centers] 





Subsidy Rise Under Republicans? . . . Kremlin Switch 
Worries Nehru . . . A ‘56 Push for Senator Johnson 


President Eisenhower is intrigued by 
the idea of a personal get-together 
with his old friend Marshal Georgi 
Zhukov. However, the suggestion of 
an Ejisenhower-Zhukov meeting, at 
which they would not be present, wor- 
ries the British. 


--* ¢ 


Sir Winston Churchill, Britain’s 
Prime Minister, who has been looking 
for a way to confer with Russians “at 
the summit,” suddenly is confronted 
with the practical problem of decid- 
ing what is the “summit.” The British 
were much impressed by Georgi Ma- 
lenkov as the No. 1 man, only to find 
that the man they bet on has his 
duties confined to supervising power 
stations. 


dal, Ae 


Sir Winston, at 80, again is signaling 
delay in a general election that might 
precede his retirement. Sir Winston 
has told recent callers that tension off 
Formosa and inside Russia prompts 
him to keep his experience available 
to the nation in critical times. 


2 Ss 


India’s Pandit Nehru, who has been 
betting on Russia in all of Russia’s 
differences with U.S., is beginning 
to wonder whether he has put his 
money on the right horse. Mr. Nehru 
is in less of a hurry to pay a state 
visit to Moscow than he was a few 
days ago. 


x kk 


Charles Bohlen, U.S. Ambassador to 
Russia, did not go along with the 
British in sizing up Malenkov as 
Communism’s strong man. His re- 
ports had prepared the State Depart- 
ment for the latest overturn in the 
Kremlin. 


x *«* * 


It is beginning to dawn upon some 
people, besides hard-boiled Ameri- 
can military men of the period, that 
it was American food, American oil 
and American transport that gave the 
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Russians the means with which they 
finally drove back the Germans in 
World War II. The relatively small 
nation of Germany had almost de- 
feated the Russians with one arm 
while fighting with the other arm in 
the West. 


xs = 


Industrialists of India, after inspect- 
ing Russian steel plants, advised 
against buying such a plant for India. 
Mr. Nehru went ahead, nevertheless, 
for political reasons. 


*x* & * 


Gen. Matthew Ridgway, Army Chief 
of Staff, is being asked to provide 
U.S. troops to support the Eighteenth 
Air Wing of F-86 jets on the island of 
Formosa. This is expected to be just 
the first request for Army troops to 
be stationed in Formosa to guard Air 
Force and Navy installations. 


xk 


Troop commitments abroad are rising 
at a time when the U.S. Army is be- 
ing cut down rather sharply in size. 
It is this kind of situation that has 
caused General Ridgway to register 
a protest. 


xk 


The President is irritated by the fight 
getting under way in Congress over 
the Atomic Energy Commission. The 
troubles within that Commission, 
forced into the open by Democrats 
looking for a political issue, tend to 
grow with public attention. 


x * * 


Mr. Eisenhower, who would like to 
add more aides to his White House 
staff, is running into budget trouble. 
Unless Congress votes him more 
money, the President has about all 
of the staff that he can hire. 


x *k *& 


The name of Lyndon Johnson, Texas 
Senator and Majority Leader of the 
Senate, is being pushed quietly by his 
friends as a man around whom Demo- 


crats can rally in 1956. Opponents of 
Adlai Stevenson are more and more 
interested in Senator Johnson. 


x * * 


Paul Patterson, Governor of Oregon, 
is being groomed as the man to take 
on Senator Wayne Morse when the 
senior Oregon Senator stands for re- 
election in 1956. Governor Patterson 
is regarded as a comer among West 
Coast Republicans. 


xk * 


President Eisenhower has told friends 
that he made a political mistake by 
not telling the public more about the 
Dixon-Yates power contracts in early 
stages of negotiations for private 
power development in the TVA area. 
By trying to keep negotiations secret 
until completed, the White House 
enabled the Democrats to build an 
issue. 


x kk 


George Humphrey, Secretary of the 
Treasury, is not happy about the 
growing number of plans for new 
subsidies that are being proposed by 
Republican members of Congress with 
strong political support. Instead of 
fewer subsidies, as promised in 1952, 
a Republican Administration may 
end up with more than the country 
had under the Democrats. 


x kee 


Sam Rayburn, House Speaker and 
leader of the Democrats in Congress, 
is softening a little toward the White 
House. The President’s friendly at- 
titude toward him makes it hard to 
carry a grudge, and, as the months go 
by, campaign bitterness tends to fade. 


x * 


Some White House aides are remark- 
ing quietly, and in a pleased sort of 
way, that the Democrats are proving 
less bothersome with investigations 
now that they are in control of Con- 
gress than the Republicans them- 
selves were when they had control 
during the last two years. 
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"| gain 2 hours a day’..so can you! 








When Joe was home or on the road, he’d work till late 
at night « To write out all his letters, orders, memos— 
what a fight it was, till Hal, his lawyer friend, said, 
“Try instant dictation *« With Dictaphone TIME- 
MASTER*—best machine in all the nation. 


“Pick upa mike and think aloud.” Joe did—and bought 
TIME-MASTER « Now he uses it everywhere—works 
better, easier, faster « And once work’s said, he knows 
it’s right, cause typists can’t mistake his word on 
Dictabelt, the plastic record that can’t break. 











He mails the belts just like a letter. They’re feather-light 
and clear +» The office listens to reports without phone 
tolls to fear + Dictaphone TIME-MASTER saves so much 
in work and dough + The boss equipped all of his staff 
to communicate like Joe. 


So that’s how Joe gets more work done—and gains two 
hours a day « Plus money, too. And so will you. We'll 
prove that it will pay for you to use TIME-MASTER 
in most any job you fill + Take a free desk trial—and 
start to make the most of all your skill. 








DICTAPHON 


*The complete name is the Dictaphone TIME-MASTER Dictating Machine. 


DICTAPHONE...FIRST IN SALES AND SERVICE OF DICTATING MACHINES THE WORLD AROUND 











Try the Dictaphone TIME-MASTER Dictating 
Machine on your job. Just call or write your 
local Dictaphone sales and service representa- 
tive. Or write Dictaphone, Dept. E-25,420 
Lexington Avenue, New York 17, N. Y. 


The plastic Dictabelt record—unbreakable, 
mailable, filable and exclusively Dictaphone’s. 


TIME-MASTER DICTATING MACHINE 


DICTAPHONE, TIME-MASTER AND DICTABELT ARE REGISTERED TRADE-MARKS OF DICTAPHONE CORPORATION 
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or THE WEEK 


> PATRONAGE MAN at the White 
House is a young fellow, with little ex- 
perience in politics, who finds he is hav- 
ing to duck brickbats—both from influ- 
ential Republican Senators who com- 
plain that deserving party members get 
too few jobs, and from Democrats who 
say the Civil Service is being manipu- 
lated to provide political jobs. Charles 
F. Willis, Jr., is the man in the middle. 

Traditionally, patronage is handled by 
a seasoned organization politician who 
often is appointed Postmaster General. 
Mr. Willis, only 36, is a much-decorated 
former Navy fighter pilot who, after the 
war, founded and built up a private fly- 
ing school and an airline-service com- 
pany. His political experience was gained 
mainly as an official in the Citizens for 
Eisenhower movement, which led to his 
appointment as patronage aide to Sher- 
man Adams, Assistant to the President. 

“Patronage” is a word that, to the 
President, was linked with what Repub- 
licans called the “mess in Washington.” 
So the job program he laid down for Mr. 
Willis applied almost solely to policy- 
making posts. Lately Mr. Willis has 


frozen Civil Service vacancies to give 
Republicans first crack at jobs, and he 
confers every two weeks with special 
assistants for patronage in each major 
agency. So far, about 30,000 jobs are 
said to have been filled with Republicans. 


> ATOMIC INDUSTRIALIST planning to 
start soon on constructing the first com- 
mercial atom-powered electricity plant is 
H. R. Searing, an engineer who became 
president of Consolidated Edison Com- 
pany of New York. Other utility execu- 
tives have been telling the Joint Congres- 
sional Committee on Atomic Energy 
about anticipated difficulties in financing 
a plant. Mr. Searing said his company 
would pay for its out of company funds, 
to the tune of 30 million to 40 million 
dollars. 

As Mr. Searing described his approach 
to the new atomic-power business: “We 

. . consider a reactor in the same man- 
ner as we would any other addition to 
our system .. .” All the help it wants 
from the Government, the company says, 
is the chance to buy or lease atomic fuel, 
now solely owned by the Government. 


Mr. Searing, now 59, went to work 
for New York Edison, predecessor of 
the firm he now heads, when he was 14. 
He took night courses at Cooper Union, 
was graduated as an electrical engineer, 
By 1939 he was chief operations engi- 
neer, 10 years later became president of 
Consolidated Edison. 


> CLEMENT ATTLEE, former Prime Min- 
ister of Britain, seems to be swinging 
toward the left-wing, anti-U.S. views so 
often expressed by Aneurin Bevan, his 
fiery rival for leadership of the Labor 
Party. British politicians speculate that’ 
Mr. Attlee is shaping up issues for a na- 
tional election, expected within a year. 

As Prime Minister, Mr. Attlee mount- 
ed Britain’s greatest peacetime rearma- 
ment program, in concert with the U. S, 
His Cabinet also was responsible for 
British recognition of Communist China. 
In the Korean war, Mr. Attlee was criti- 
cized by the present Prime Minister, Sir 
Winston Churchill, for being slow in 
dispatching British forces, and many 
Americans also felt that Mr. Attlee was 

(Continued on page 16) 





FRANKFURT: A friendly 
toast by the victors 





THE GENERALS WHO BEAT THE NAZIS—WILL THEY MEET AGAIN? 





LENINGRAD: A triumphant 
tour for the warriors 








~United Press, Sovfoto 
FRANKFURT: A Russian 
medal for the American 








> OLD SOLDIERS who hold high places now in world 
politics—Gen. Dwight D. Eisenhower as President of 
the U.S. and Marshal Georgi K. Zhukov as new So- 
viet Defense Minister—talked nostalgically last week 
about chances of renewing their old acquaintance. 

Zhukov said he still dreams of visiting the U.S., a 
trip he suddenly canceled in October, 1945, when he 
was to have toured U.S. ground and air bases. 

The two men met in Berlin in June, 1945, where 
General Eisenhower pinned the Legion of Merit amid 


Zhukov’s chestful of medals. Five days later, Zhukov 
went to Frankfurt, presented the Soviet Order of Vic- 
tory, crusted with diamonds, to the U.S. commander. 
Visiting Russia two months after that, General Eisen- 
hower put his arm across the Marshal’s shoulders at 
a soccer game, later said their friendship was “a per- 
sonal and individual thing.” But as for a new invita- 
tion to Zhukov to visit the U.S., the President told 
his news conference, that “would be a remarkable 
thing at the present state of affairs. . .” 
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bases unlimited 


The recent unveiling of the United States Navy’s 
new 4-jet waterbased aircraft, the Martin XP6M Sea- 
Master, has focused attention upon one of the most 
important discussions in America today: The Water- 
based Aircraft concept. 


In essence, you are looking at that discussion in the 
piece of our world shown here. It is a glimpse of the 
countless free and indestructible water bases avail- 
able throughout the eastern Pacific area. 

Did you know that... 

... The SeaMaster has global range, operating from 
the seaways, lakes and navigable rivers of the world 


— water bases that are within a few miles of virtually 
any area on earth. 


... The SeaMaster is Ship No. 1 of a new aircraft type. 
In speed it is in the over 600 m.p.h. class, and it spear- 
heads a whole new arm of the naval arsenal — the 
Seaplane Striking Force. 


... The SeaMaster is not a research airplane, but the 
prototype of an operational weapons system designed 
to remain on duty for extended periods anywhere in 
the world. For the Navy program includes facilities 
for off-shore maintenance, refueling and resupply 
which give it a mobility never before possible in 
military aircraft. 


To American security the SeaMaster now offers bases 
unlimited! 
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GEN. EARLE E. PARTRIDGE WITH CHIANG’S AIRMEN 





tex 
—United Press 


. .. along front to watch 


instrumental in restraining decisive at- 
tacks by United Nations troops. 

Last autumn, Mr. Attlee returned 
from a lengthy tour of Russia and Com-’ 
munist China. Since then he has repeat- 
edly suggested pulling the U.S. fleet 
away from Formosa, leaving the island 
open to Communist attack. Currently he 
is generating new political excitement 
with a proposal for total world dis- 
armament. 


> GEN. EARLE E. PARTRIDGE, com- 
manding the U.S. Air Force in the Far 
East, is watching a long and explosive 
front along the Chinese and Siberian 
coasts with men and airplanes that he 
believes to be considerably outnumbered 
—perhaps as much as 3 to 1. Outnumbered 
or not, he aims to have attacking Com- 
munist planes shot down, and it was two 
fliers under his command who sent a 
pair of Communist MIG’s spinning into 
the China Sea. That incident forcefully 
demonstrated the policy that U. S. planes 
are no longer to be sitting ducks for 
marauders. 

In the Air Force, General Fartridge is 
best known as an expert in strategy and 
operations. In World War II, he planned 
bombing raids in both North Africa and 
the Pacific; in Korea, he commanded the 
Fifth Air Force for nearly three years. 
Recently he dispatched a fighter-bomber 
wing to Formosa as a precaution. He 
keeps planes on frequent patrols. What 
if war should break out? The first ob- 
jective, as he sees it, would be to gain 
control of the air by knocking out air 
bases in China, Korea, perhaps in Siberia. 
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> PIERRE MENDES-FRANCE, although 
knocked out of the French Premiership 
by the turbulent National Assembly, 
will probably remain a strong influence 
in French politics. Frenchmen, for the 
first time in many years, have been im- 
pressed with the personality of a leader 
who broke the sequence in a long line 
of “do nothing” chiefs of government. 
Ever since World War IJ, Mr. Men- 
dés-France has sought to put more iron 
in the French backbone, make the coun- 
try face its problems instead of running 
from them. At the end of the war, he 





PIERRE MENDES-FRANCE SITS ALONE 


proposed drastic reforms in taxes and in 
public and private finance. The Cabinet 
refused them, and the uncompromising 
Mendés-France resigned as Minister of 
National Economy. 

Refusing Cabinet jobs repeatedly, the 
forceful economist needled one Govern- 
ment after another, urging action. He 
can be expected to renew his criticism 
and to be heard more widely now that 
he is well known. And if the next Gov- 
ernment bogs down, Mr. Mendés-France 
may be returned to power. 


> NEW COMMANDER of the U.S. 
Army in Europe is an officer who has had 
his finger on almost all recent develop- 
ments in the methods of war. Lieut. Gen. 
Anthony C. McAuliffe, nominated a full 
general last week, has taken part in 
atomic-bomb tests, in research on new 
weapons, in studies of gas and germ war. 

Troops that General McAuliffe com- 
mands would have to take the brunt of 
Communist assault, if the new, tough- 
talking Soviet regime decided to move 
in Europe. In defending this frontier, 
the major problem is to spread forces 
thin enough to withstand atomic attack, 
yet thick enough to hold a ground at- 
tack. To bolster defense, the General al- 
ready is asking for more armor to 
increase mobility and firepower. 

Jobs that General McAuliffe has held 
since World War II have kept him out 
of the limelight. During the war, he was 
noted for parachuting into Normandy 
on D Day and for replying to a German 
surrender demand at Bastogne with the 
single, slangy word: “Nuts.” 


... Still a strong influence 
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BELIEF mace = _ 


Sales are easier to make when your customers have faith in the editorial and advertising 
pages of the magazines that carry your advertising. Consistently high readership of 
advertising and excellent response to editorial columns give convincing evidence that 


People believe in The American Magazine. 


This atmosphere of trust grows from an editorial policy geared to the needs and hopes 
of our readers. We provide, in addition to entertainment, practical help in their daily 
problems of living, and in a more rewarding use of their leisure time. That’s why, 
every month, over 10,000,000 people read and believe in The American Magazine . 


Because The American Magazine believes i in people. 


This audience offers you a tremendous market 
a 


...for automobiles, for drugs and cosmetics, for 
MAGAZINE 





travel, for insurance, for “Do It Yourself” needs 
...for your products...that you want to sell 

in increasing volume. Put The American 
Magazine on your media list for ’55...and 


oad s ” 
watch your advertising get results! “It moves goods because it moves people. 


© The Crowell-Collier Publishing Company, 640 Fifth Avenue, N. Y. 19, N. Y. 
Publishers of The American Magazine, Collier's and Woman’s Home Companion. 





The Stratofortress program—full speed ahead 


More than two and a half years have 
passed since America thrilled to the 
news that the world’s greatest bomber 
—the eight-jet Boeing B-52—had made 
its first flight. What has happened in 
the meantime? Where are these global 
giants today and how is their produc- 
tion program progressing? 

The fact is that exceptional progress 
is being made in readying the B-52 
for duty. The intensive flight-test pro- 
gram has been most successful. B-52s 
are rolling off the line on schedule at 


Seattle, and Boeing’s Wichita Division 
is rapidly tooling up to become a second 
source of production. 


A key factor in this progress is 
Boeing’s organizational strength. The 
company brings to the job immense re- 
sources of engineering man power, re- 
search facilities and manufacturing 
ability. Through its experience in de- 
signing and building multi-jet aircraft, 
unmatched anywhere in the world, 
Boeing has made outstanding advances 
in reducing the time lag between design 


and delivery of such a complex weapon 
as the B-52. 


Nearly 8,000 hours of aerodynamic 
research in the company’s own wind 
tunnel have saved years of costly time 
in getting the big bomber into the air 
and into production. 

Today’s eight-jet B-52 Stratofortress 
can fly faster than 600 mph, can 
operate above 50,000 feet and has in- 
tercontinental range. It is a powerful 
deterrent to aggression—a mighty 
weapon in the arsenal of freedom. 
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WHAT NEXT 
IN RUSSIA 


A Struggle for Power as Red Empire Goes Downhill 





S if you were a Russian, you wouldn't be Whole setup seems to be sliding downhill. 


t 
Res 
sone 


‘doing much sleeping these nights. A harder War involving Russia remains remote. But 
is about all the Soviet people are going Soviet leaders may think war between the 
to get out of the latest shake-up among their U.S., Red China will do them some good. 


New strong man, Nikita Khrushchev, faces 
old dilemma: How can you make slaves pros- 


perous? 


Doubt, confusion prevail at the top of the 


Red empire. People are fretful, bosses fearful. 










erent 


Communist Russia, as a rival of U.S., 


| 


is on the downgrade, headed lower. This 
much seems certain as the Soviet regime 
goes from one crisis to another. 

® Political stability doesn’t exist. Even 
in the Red dictatorship, a man can’t 
count on staying on top. Nobody has 
proved he is boss. There is no way to 
find a legitimate leader. 

© Nikita Khrushchev, supposedly the 
new strong man, is yet to be tested. It 
took enormous purges, rivers of blood, to 


make Joseph Stalin into an absolute dic- 
tator. Even so, when he died there was 
suspicion that he had been murdered. 
Khrushchev, trying to wear the Stalin 
mantle, has the whole task ahead of him. 
© The people of the Russian bloc are 
restive. Once more they are being told 
that they cannot have enough to eat or 
wear, that they must hate Americans 
and make arms and heavy machinery 
instead. Government in the Soviet Union 
does not rest upon a happy people. 


® Farming and industry are lagging. 
The non-Communist world is booming, 
pushing ahead, while the Communist 
empire, already down at the heels, skids 
further toward bankruptcy. 

e Satellites of Soviet Russia, painfully 
aware of the rot at the center of the Red 
empire, are eaten by new doubts. Satel- 
lite leaders are increasingly confused, 
afraid of their own people. 

All these things can be accepted as 
obvious results of the third shake-up at 
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In the Jan. 21, 1955, issue of U.S. News & World Re- 
port, you got these stories on trouble behind the Iron 
Curtain: All about a Khrushchev-Malenkov struggle for 
power, with Khrushchev’s views winning out, page 42 
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the heart of Soviet power within the 
space of less than two years. 

First, Marshal Stalin’s curious death 
pushed Georgi Malenkov to the top, as 
sort of chairman of the board. Then came 
the sudden drama of arrest and execu- 
tion for Lavrenti Beria, head of the So- 
viet secret police. Beria had been a Ma- 
lenkov man, an aspirant for the top Soviet 
job. Now Khrushchev has pushed Malen- 
kov aside, demoting him to look after 
power plants. 

What to expect. The new strong man 
of Russia is taking over a bundle of 
basic troubles that range from acute food 
shortage to threatened revolt. 

Here are the things that the non- 
Communist world can be quite sure 
about: 

War with Soviet Russia itself is about 
the last card in the deck. The ruling 
group in Russia, still reorganizing its 
secret-police system, will be less certain 
than ever about the reliability of its 
military forces. 

The military is not too certain of 
Khrushchev, although he has wooed 
some of the big generals recently. Pre- 
mier Nikolai Bulganin, the new front 
man, is a Communist Party hack, a po- 
litical general without broad military 
background. Until the new regime can 
be sure of the Army, military adventures 
are not looked for. 

War through satellites, using Chinese 
or other people to do the fighting, is 
something else again. Khrushchev, visit- 
ing China in late 1954, egged the 
Chinese Communists on toward a fight 
with the United States. There are signs 
he may try it again. 

If Soviet leaders were able to push the 
Red Chinese into a “hot war,” they 





—-Sovfoto 


WHEN STALIN DIED: Funeral line-up included Ma- 
lenkov (left, front) and Beria (right, front) in places 
of honor. Khrushchev was out of sight on right. 


might feel they would accomplish three 
things: (1) Weaken China and force it 
to greater dependence on Russia; (2) 
damage the U.S. economy and tie down 
American armed strength; (3) give 
themselves a breathing spell to try to get 
Russia’s own affairs into some kind of 
order. 

Cover for fear. In any case, you will 
have to get used to tough talk and blus- 
ter coming from Moscow for some time 
to come. It is designed to cover up Rus- 
sian weakness, to give the Soviet people 
something to think about besides their 
hard way of life. 

The top Communist officials already 





have sounded off with warnings to the 
United States. Vyacheslav Molotov, the 
Foreign Minister, used thousands of 
words to claim that the Soviets lead the 
United States in hydrogen bombs. He 
wanted the world, and the Russians, to 
feel that the Soviet Union is strong and 
tough. 

Same theme of warning and bragga- 
docio runs through all the talk by Rus- 
sia’s top men. “Coexistence” theme is 
dead and buried. Many qualified people 
regard the new, harsh line as a cloak for 
fear. 

Communist Russia’s leaders, weak at 
home, are riding herd on an empire that 


Famous Last Words .. . Communist Style 





Following is the full text of a statement 
by Georgi Malenkov to a joint session of 
the Supreme Soviet of the Union of Soviet 
Socialist Republics on Feb. 8, 1955, 
announcing his resignation as Premier: 


To the chairman of the joint meeting 
of the Soviet of the Union and the Soviet 
of Nationalities: 

I ask you to bring to the notice of the 
Supreme Soviet of the U.S.S.R. my 
request to be relieved from the post of 
Chairman of the Council of Ministers 
of the U.S.S. R. My request is due to 
business considerations on the necessity 
of strengthening the leadership of the 
Council of Ministers and the need to 
have at the post of the Chairman of the 


Council of Ministers another comrade 
with greater experience in state work. 

I clearly see that the carrying out of 
the complicated and responsible duties 
of Chairman of the Council of Ministers 
is being negatively affected by my in- 
sufficient experience in local work, and 
the fact that I did not have occasion, in 
a ministry or some economic organ, to 
effect direct guidance of individual 
branches of national economy: 

I also consider myself bound to say 
in the present statement that now, when 
the CPSU [Communist Party of the 
Soviet Union] and the workers of our 
country are concentrating special efforts 
for the most rapid development of agri- 
culture, I see particularly clearly my 
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WHEN MALENKOV FELL: 


—Wide World 


Khrushchev moved to 


front row center. Others in row: (L to R) Kaganovich, 


Bulganin, 


is fretful and shaky. Some high officials 
in the West are known to be convinced, 
on the basis of much accumulated evi- 
dence, that some of the Communist 
satellites are edging into a state of ex- 
plosion. 

Frightened serfs. This is said to be 
true of all the East European “slave 
states” with the possible exception of 
Bulgaria. “Soft” policies emanating from 
the Malenkov regime only served to 
make things more difficult for the satel- 
lite bosses. 

In Hungary, attempts to follow the 
Malenkov “new course,” now dead, 
flopped badly. Drive for more goods, 


guilt and responsibility for the unsatis- 
factory state of affairs which has arisen 
in agriculture, because for several years 
past I have been entrusted with the duty 
of controlling and guiding the work of 
central agricultural organs and the work 
of local party and administrative organs 
in the sphere of agriculture. 

The Communist Party, on the initia- 
tive and under the guidance of the Cen- 
tral Committee of the CPSU, has already 
worked out and is implementing a series 
of large-scale measures for overcoming 
the lagging behind in agriculture. 

Among such important measures is, 
undoubtedly, the reform of agricultural 
taxation, regarding which I think it op- 
Portune to say that it was carried out on 
the initiative of and in accordance with 
the proposals of the Central Committee 
of the CPSU. It is now evident what 
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Malenkov, Voroshilov. Beria was dead. 


food, fewer restrictions bogged down. 
After a year and a half, industry pro- 
duced fewer and poorer goods than be- 
fore. Labor discipline slackened, peasant 
resistance increased, Crops were burned. 

“Persuasion” instead of orders didn’t 
work. Farmers, permitted to withdraw 
from co-operatives as a gesture of concil- 
iation, left in droves. Labor shortages 
developed on farms, in mines. White- 
collar workers went jobless in cities. 

In Czechoslovakia, farmers slowed 
production, workers refused to carry out 
new programs. No one in_ industry 
wanted to take a responsible position. 
Here, again, a labor shortage developed 


important role this reform played in the 
task of developing agriculture. 

Now, as is known, on the initiative 
and under the guidance of the Central 
Committee of the CPSU, a general pro- 
gram has been worked out for overcom- 
ing the lagging behind in agriculture and 
for its most rapid development. 

This program is based on the only 
correct foundation: The further develop- 
ment by every means of heavy indus- 
try, and only its implementation will 
create the necessary conditions for a 
real upsurge in the production of all 
essential commodities for popular con- 
sumption. 

It is to be expected that various 
bourgeois hysterical viragos will busy 
themselves with slanderous inventions 
in connection with my present state- 
ment, and the fact itself of my release 


on the farms and the party drive for col- 
lectivization stalled. 

In Poland, authorities shook up the 
state-police system again. This is still 
going on, to prevent defections. In the 
country, Polish farmers are resisting col- 
lectivization, and officials have had to 
move cautiously. 

In Rumania, resistance to new farm 
directives was so high that a party con- 
gress had to be postponed “because the 
people are too busy.” It was the same 
story: Communist officials found they 
couldn’t get more production by going 
easy on farmers and workers. 

In Albania, resistance to the regime 
has been open and active; the country 
spends more time than any other satel- 
lite in subduing subversion. The Army is 
not used on guerrilla hunts because it 
isn't considered reliable enough. 

Bulgaria, the most backward satellite, 
is simply regarded as being in a state of 
political stagnation. Insiders say that, if 
Russia wants only stability, it can have 
it in Bulgaria. If it wants production, 
there will be trouble. 

Specter of doubt. Now, with Khrush- 
chev trying to hold the helm in Moscow 
and with Malenkov’s easy “new course” 
in full reverse, the source of Soviet weak- 
ness everywhere is doubt. 

Doubt as to who really is the boss; 
doubt about why there is instability at 
the top; doubt about the reliability of 
the whole machinery of Communist em- 
pire—this background of doubt and 
confusion, diplomats say, is evident in 
Khrushchev’s cautious approach to pow- 
er, in the fact that Malenkov was 
merely demoted, not shot; in the story 
of the struggle between the two men. 

The dispute was on the issue of light 





from the post of Chairman of the 
U.S. S. R. Council of Ministers, but we, 
Communist and Soviet people, will ig- 
nore this lying and slander. 

The interests of the motherland, the 
people and the Communist Party stand 
above everything for everyone of us. 

Expressing the request for my release 
from the post of Chairman of the 
U.S.S. R. Council of Ministers, I wish 
to assure the U.S. S. R. Supreme Soviet 
that, in the new sphere entrusted to 
me, I will, under the guidance of the 
Central Committee of the CPSU, mono- 
lithic in its unity and solidarity, and 
the Soviet Government, perform in the 
most conscientious manner my duty and 
the functions which will be entrusted 
to me. 

Chairman of the U.S. S. R. 
Council of Ministers, Malenkov 
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vs. heavy industry, but Russia’s desper- 
ate need for more food was at the core 
of it. 

Malenkov wanted to make more con- 
sumer goods, to be produced in a three- 
year light-industry plan, as an incentive 
to encourage farmers to boost output. 
He also favored cutting farm taxes, per- 
mitting collective farmers more leeway 
in cultivating small, private plots. 

Khrushchev thought the way to get 
the crops was to promote gigantic 
virgin-land projects, to reclaim 70 mil- 
lion acres of central-Asian prairies by 
shipping out up to a million youths as 
colonists. 

During the last year, both the Malen- 
kov and Khrushchev plans were pushed 
ahead at the same time. It soon became 
clear that one had to give. The Khrush- 
chev idea created the need for tens of 
thousands of new tractors, massive con- 
struction projects for new towns, roads, 
rower stations. 

Speedy expansion of heavy, not light, 
industry thus was deemed essential to 
the Khrushchev plan. Light industry 
couldn’t expand at the same time, if 
Khrushchev’s dream was feasible at all. 

What helped Khrushchev was _ that 
the consumer-goods program fell apart 
anyway. Collective farmers failed to 
respond to the meager incentives offered 
them. 

So Malenkov lost. Now it’s up to 
Khrushchev to try to make his own 
grandiose plan work—to turn the arid 
Asian plain into an enormous bread- 
basket. 

But how? Experts on Russia believe 
it will take ruthless discipline, maybe 





RUSSIA‘S TROOPS: No Soviet regime 
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vast purges, before Khrushchev can 
remove doubts, establish that he 
really rules, force productivity from 
peasant and worker in a country more 
remote and forbidding than anything 
the early American homesteader entered 
upon. 

The experts point out that, under 
Marshal Stalin, millions of kulaks, mid- 
dle-class farmers, had to die before the 
state could collectivize their land. Yet, 


can be sure of their unswerving loyalty 


today, food remains the Soviet Union’s 





greatest basic want. 

Dilemma that the ruler of any Com. 
munist country faces is simply this: 

Try to give the people more of the 
good things of life, and they want more 
and more, they work less and less. They 
get independent, restive, begin to think 
of their rulers as weaklings. Finally they 
revolt. 

Give them nothing, and they. lose hope, 
They work only to live—no more. If they 
see a chance to get out of their prison, 
they try to escape. 

Millions already are in Soviet slave 
camps. Among people outside the camps, 
it seems probable that more are opposed 
to the regime than support it. Even the 
Communist Party cannot give jobs or 
soft berths to enough people to insure a 
group with vested interest in keeping 
the party in power. 

In the non-Communist world, things 
go differently. Democracy lets the steam 
come off. End result you can see: Com- 
munism is in the red today. Democracy, 
almost everywhere, is prospering. 


For further information on the situa- 
tion in Russia, see how the Soviet bloc 
is losing the economic race with the 
West, page 23; an account of Russia’s 
experiment in raising corn-fed hogs to 
solve a food shortage, page 28; close- 
up views of Russia‘’s new bosses, page 4 
58; an inside view of Russia by a former 
Soviet secret agent who predicted the 
latest coup, page 70; statements about 
U. S. by Khrushchev and Marshal 
Zhukov, page 75; President Eisenhow: 
er’s personal views of Zhukov, page 88. 


—Sovfoto 
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RUSSIA LOSING IN RACE WITH WEST 


Now you get a complete offi- 
cial report on how the Soviet 
bloc is doing in its economic race 
with the West. 

Which side is winning? The 
West, by far, and the balance is 
not to shift in years ahead. 

In the Communist empire, 
nearly everything is scarce. War 
output gets first call. Consumers 
are left out. The whole system is 
in trouble. 


An official study of the strength of 
the Soviet Union and her satellites 
compared with the United States and 
her allies reaches these conclusions: 

e Non-Communist nations today hold 
a wide advantage over Communist na- 
tions in economic strength, standards of 
living and warmaking ability. 

e The strength of the non-Communist 
nations is growing faster than that of 
the Communist bloc. 

e¢ Looking ahead, the non-Commu- 
nist part of the world, during the next 
15 years, will continue to increase its 
superiority over the Communist nations 
in living standards and warmaking po- 
tential. 

These basic conclusions are the product 
of a study made by order of Congress. 
The study was carried out by the Legis- 
lative Reference Service of the Library 
of Congress. It deals only with available 
economic data. It does not deal with 
factors of political strength or weakness 
of the kind now showing in the Soviet 
Union. 

Where Communism is in trouble. 
Shortage of food, in this study, is found 
to be a basic weakness within the Com- 
munist empire. Recent reports by high 
Soviet officials attest the soundness of 
this conclusion. 

Transportation is pointed up as an- 
other weakness. Raw materials are lo- 
cated far from the centers of population, 
far from the industries that use these 
materials. And transport facilities, though 
improving, remain inadequate and be- 


hind the times. 


b 7s standards of people within the 


viet empire are found to be extremely 
low compared with standards of the 
West. And nations in this empire appear 


U.S. NEWS & WORLD REPORT, Feb. 18, 1955 


incapable of much improvement under 
the Soviet system. 

Communism as a system, on the face 
of the record, is not able to compete with 
the freer economic systems of the non- 
Communist countries. That weakness is 
emphasized by facts and figures all 
through the exhaustive study. 

The conclusions outlined by those who 
made the study provide a new basis for 
understanding the relative strength of 
the two worlds. This study omits Com- 


In 15 Years, Reds Will Be Even Further Behind 


massed in war plants, the heavy-goods 
industries. Consumer industries have 
been left out. 

Says the report to Congress: “The 
West has tremendous economic power, 
whereas the Soviet bloc, through propa- 
ganda and unfulfillable promises, has 
been hiding its lesser economic strength. 
It is in the interest of the United States 
that these facts be made known through- 
out the world, particularly in the under- 
developed areas .. . 





THE SOVIET FACTORY WORKER 


—Sovfoto 


His productivity isn’t rising much 


munist China, because that area provides 
no strength to the Communist world in 
an economic way. 

Communist nations covered are the 
Soviet Union itself and the satellites of 
Eastern Europe. Comparisons are drawn 
with the nations of Western Europe and 
the United States. 

Trouble in industry. The central fact 
produced by the study is this: The So- 
viet system, in the years since World 
War II, has achieved a _ considerable 
build-up for another war—but at the 
expense of the ordinary consumer. 

Figures on total output show impres- 
sive gains. Yet people behind the Iron 
Curtain live no better now than they 
lived before the war. What this means 
is that men and materials have been 


“The Communist bloc will continue 
intense efforts to increase its output, es- 
pecially heavy industry, with little regard 
for human costs. In view of this fact, 
appreciation of the substantial successes 
of the United States and independent 
Europe, acting in close co-operation, in 
achieving both industrial expansion and 
better living, is essential. Such co-opera- 
tion, continued in the future, can serve 
as a basic weapon in the East-West 
struggle.” 

Available figures indicate that, in the 
five years after 1948, the Soviet Union 
increased total production more rapidly 
—on a percentage basis—than did the 
U.S. The satellites lag far behind. 

The West, with Canada added to the 
United States and Western Europe, con- 
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THE SUPPLY 
OF FOOD 





PRODUCTION 


OF ALL GOODS 


SHARE OF TOTAL 


OUTPUT GOING 


INTO PRIVATE 
CONSUMPTION 


INDIVIDUAL’S 
EXPENDITURES 


' GOING FOR FOOD 


WORKING HOURS 


PER WEEK 


_ PERSONAL 
CONSUMPTION 
PER CAPITA 


OUTLOOK: 
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Source: 


Western diet is best in world 


$1,380 per capita per year in Wes 


62 to 66 per cent in West 


25 to 39 per cent in West 


40 hours generally in West 


Gap between living standards 


will continue to widen in 
favor of the West 


“Trends in Economic Growth, 


| 






study prepared for rman soe 1 Joint Committ 
Sourse: Trond In Boonomic Grovih” «stay prepared fr the conereasional Joint Committe 


tinues to produce four and one half times 
as much as the Soviet bloc. 

Looking ahead, the study reaches this 
conclusion: “An examination of the vari- 
ous factors of production (growth of 
labor input, agriculture, housing, etc.) 
in the United States and in the Soviet 
Union today gives strong grounds for 
expecting that the absolute gap in the 
size of the two economies will widen 
over the next two decades, although the 
rate of growth in the Soviet Union might 
be somewhat higher than the rate of 
growth in the United States.” 

Trouble with the satellites. Despite 
forced labor and other pressures, the 
Russians have failed to make their sys- 
tem work in the captive countries. Pro- 
duction lags. Food remains acutely 
scarce. Peasants have been rooted out of 
the farms and pushed into heavy indus- 
try, at wages that barely sustain life, 
Congress is told this: 

“It did not take long, after they fell 
into the Soviet orbit, for the captive 
countries to reach conditions of near- 
total labor mobilization. Skilled workers 
have been so scarce that even in rela- 
tively well-equipped industries produc- 
tion has been low, judged by Westem 
standards .. . 

“Because of the manner in which the 
sovietized governments report unen- 
ployment, it appears that there is no 
such phenomenon in any of those coun- 
tries. The fact seems to be, however, 
that absenteeism, together with work 
time effort spent in seeking the necessi- 
ties of life through a maze of bureauc 
racy, contributes to a sort of ‘planned 
economy’ underemployment. .. .” 

Why all the trouble in satellite coun- 
tries? Many reasons are noted, not the 
least of which is the “tremendous drain 
of their resources by the Soviet Union.’ 
To quote the report again: 

“The gain from captive tribute to the 
Soviet Union has been substantial, par- 
ticularly in terms of war-sustaining re 
sources. But this gain has been offset, in 


part, by the extra military and other | 


security efforts on the part of the Soviet 
Union needed to prevent revolt in those 
countries.” 

The researchers offer this significant 
comment: “The captive countries, in the 
long term, may prove to be an economic 
drag upon the Soviet Union.” 

Trouble with consumers. The fu: 
damental problem of the Soviet world 
is that there simply is not enough of 
everything to go around. 

In the West, food is abundant. Free- 
enterprise farming provides all that peo 
ple can eat, with a surplus to spare. In 
the East, millions get less than an ade- 
quate diet. Collective farming, as # 
system, is falling down. 

(Continued on page 26) 
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IN ECONOMIC STREN 





WEST—United, States and, Wéstern Europe 
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TOTAL ANNUAL 
PRODUCTION 


AGRICULTURAL 
PRODUCTION 


POPULATION 


LABOR FORCE 


OUTPUT 
PER WORKER 


RAW MATERIALS 


ANNUAL 
STEEL PRODUCTION 


ANNUAL 
COAL PRODUCTION 


ANNUAL ELECTRIC- 


PRODUCTION 


TRANSPORTATION 


FACILITIES 
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ANNUAL PETROLEUM 














West*—$690 billion 
Sovie-—$155 billion 


West—abundance 
Soviet—food shortage 


West—441 million 
Soviet—304 million 


West—192 million 
Soviet—about 160 million 


Many times larger 
in the West 


West better supplied 
in most materials 


West—165 million tons 
Soviet—50 million tons 


West—926 million tons 
Soviet—361 million tons 


West—815 billion kilowatt- 


hours; Soviet-—193 billion 


West—323 million tons 
Soviet—68 million tons 


West far ahead of Soviet 
bloc in all types 


_ *This figure also includes Canada 
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S-WITH SOVIET BLOC 
iGTH ‘AND GROWTH 


SOVIET BLOC—U. $.S.R. and East European safellites only 


se 
Bik MEN 


TREND 


West's production growing 
about twice as fast 


Expansion rapid in 
West, slow in Soviet 


West’s population has 
been increasing faster 


West's working-age popu- 
lation growing faster 


Efficiency increasing 
faster in West 


Variable; reserves of 
most materials adequate 


Western production 
going up faster 


Soviet production 
rising faster 


Soviet expanding 
at greater rate 


West finding more 
oil reserves 


West still gaining 
on Soviet bloc 
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OUTLOOK FOR 1970 


West will be 
even further ahead 


Western diet will be 
increasingly better 


West will hold 
numerical edge 


West will still 
be ahead 


Western superiority 
will be greater 
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Neither side will 
feel serious pinch 


a 


West will have 
a bigger lead 


West's lead will 
still be huge 


West will still 
have far more 


West’s advantage 
will be greater 


West will be 
even better off 
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That is the record, despite pressures 
to step up farm production in Commu- 
nist countries. Farm land, much of it, 
is poor. Farming methods and equipment 
are antiquated. Russia has only one tenth 
as many tractors as the United States, 
relative to the area under cultivation. 

In Russia and the satellites, at least 
one half the total population works on 
farms, with more women than men in 
the fields. By contrast, the U.S. farm 
population is only 14 per cent of the 
total, yet this 14 per cent produces more 
food and fiber than the country can con- 
sume. 

It is the same story in other types of 
consumer goods. Per capita output of 
goods of all kinds in the West is more 
than two and one half times what it is 
in the Soviet bloc. The average American 
spends 27 per cent of his income for 
food. The average Russian spends 50 per 
cent. 

To show how the two areas compare 
in higher-priced goods for private use: 
Russia’s goal for 1955 is to turn out 477,- 
000 cars and trucks, and many of those 
will be for Government use. U.S. turns 
out about 7 million a year. Western 
Europe alone produces three times as 
many as the Soviet bloc. 

Trouble with transportation. The 
Soviet Union, to an extent greater than 
almost any other country, is dependent 
upon transportation. No other major 
country is required to do so much haul- 
ing per unit of national output. That 
necessity arises out of the great distances 
between sources of supply and process- 
ing centers. 

The Russian system relies very largely 
upon railroads. About 85 per cent of the 
country’s freight is hauled by rail. By 
contrast, railroads account for about 50 
per cent in U.S. 

Even so, the Communist empire, in- 
cluding the Soviet Union itself, has failed 
to keep up with the times in developing 
and modernizing the railroads. The 
Soviet bloc has only about half as many 
locomotives as the West. England alone, 
with only a small island to serve, has 
more freight cars than does Russia. 

With limited trackage, the rail lines of 
the Soviet Union have become crowded 
with light, slow trains. Locomotives are 
old-fashioned. Only about 3 per cent are 
electric or Diesel-electric. 

Reporting on the use of motor ve- 
hicles, the study says this: 

“In Western Europe, as in the United 
States, motor vehicles have taken over a 
large proportion of the transport load. In 
the Soviet Union, on the other hand, 
road traffic is almost entirely confined to 
short hauls. The tonnage lifted is great, 
but total ton-mileage accounts for only 
3 per cent of the total for all major car- 
riers. Highway transportation is also of 
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~Arit in the New York Herald Tribune 


“MOVE OVER!” 
...ahighly mobilized economy 


minor importance in the captive coun- 
tries. 

“Soviet roads are highly susceptible to 
seasonal hazards. Prewar estimates put 
the proportion of hard-surfaced roads at 
not more than 5 per cent of the total. 
Western Europe has extensive systems 
of all-weather roads and road densities 
which, in many countries, exceed that 
of the United States...” 

The Soviet bloc is found “notably 
weak” in shipping. Russia lacks ports for 
international trade. Inland waterways 
during much of the year are icebound. 

Trouble elsewhere. Many other 
weaknesses show up in the Soviet bloc. 

The study prepared for Congress gives 
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WHEN RUSSIANS SHOP... — 
... half of income goes for food 


Russia credit for a “remarkable job” of 
stepping up steel capacity. From 23 mil- 
lion tons of steel production in 1949, the 
Soviet Union went up to 38 million 
in 1953. And it is conceded that the 
goal of 60 million by 1960 may be 
achieved. 

This remains small by Western stand- 
ards. U.S. alone turns out more than 
100 million tons of steel a year, and total 
output of the Western bloc in 1953 was 
165 million. This was more than three 
times the output of the Soviet Union 
and its satellites. 

Steel expansion has been accom- 
plished at the expense of other Soviet 
industry and under severe handicaps. 
As in the past, the Russians hereafter 
“must contend not only with overland 
haulage but the typical separation by 
great distances between ore and coal.” 
The study concludes that the West will 
retain a “sizable lead.” 

In output of electrie power, the Soviet 
Union is far behind the West, although 
Soviet power facilities are being ex- 
panded rapidly. 

Manpower is adequate in both East 
and West. The important thing here is 
not the number of workers, but how 
those workers are used. Because of bet- 
ter training, better conditions and better 
equipment, productivity in the West is 
vastly higher than in the Soviet bloc. 

Russia still suffers from what the study 
calls a “low quotient of machine-power 
per worker.” Productivity is increasing 
hardly at all. “The United States, on the 
other hand,” says the study, “has in- 
creased the productivity of American in- 
dustrial workers by half in the past 15 
years, and there is no apparent reason 
why this trend should not continue.” 

War strength. What does this over- 
whelming superiority of the West mean 
in terms of the capacity to make war? 
The study has an answer: 

“Superiority in economic strength and 
economic growth are desirable ends in 
themselves, but they do not assure polit- 
ical and military security. In fact, an 
economy that is already largely mobi- 
lized for war can operate with great ef- 
fectiveness, and for some time, against 
a considerably stronger economy that is 
not so mobilized. 

“The present level of economic mobi- 
lization, in relation to natural resources, 
is greater in the Soviet bloc than in the 
United States, and especially than in 
Western Europe. For this reason, the 
Soviet bloc can bring its full military 
strength into action more rapidly than 
can the West. For the same reason, and 
because the total resources of the West 


* are greater, the West can ultimately mo- 


bilize overwhelmingly greater economic 
strength [for war use] than can the So- 


' viet Union, given enough time to do so.” 
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THs New! 





Now, small as well as large businesses can enjoy 
the time-saving, space-saving, money-saving bene- 
fits of microfilming ... for the unique Micro-Twin 
combines both recorder and reader in a single 
compact unit at a price less than you might have 
expected to pay for a recorder alone! 


The Micro-Twin, with its 37-to-1 reduction camera, 
records documents as wide as 11 inches on just 
half of the 16-mm film width. Documents can be 
photographed back and front simultaneously. 
Full-size facsimile prints can be produced quickly, 
direct from microfilm in the reader. For hard-to- 
read material, a 24-to-1 camera is available. 


An optional Acro-Feeder provides rapid feeding 


Wherever theres business there's Burroughs = 


Belle Howell Burroughs 


Ni ere =-T Wi Pe RECORDER} READER 
complete, Yow-cost micropWming. 
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Burroughs Micro-Accounting— 
the modern business science of 
simplified accounting—now be- 
comes a low-investment reality 
with the Micro-Twin recorder- 
reader. It eliminates wasted forms 
and duplicated motions ... as- 
sures complete and exact infor- 
mation for speedy reference... 
and materially reduces the cost 
of doing business. 


and accurate spacing—all automatically. The ex- 
clusive indexing meter is the last word in rapid 
location of filmed documents. The Micro-Twin 
does the complete, modern microfilming job, yet 
it is as easy to use as a box camera. 


The compact Micro-Twin is available with the 
matching stand and work organizer, as shown 
here, or in a model that fits conveniently and 
securely on a work table or desk. 


Why not find out about the many ways your 
business can profit with the Micro-Twin? Just 
phone your near-by Burroughs representative for 
the complete story. Burroughs Corporation, 
Detroit 32, Michigan. 
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KHRUSHCHEV TRIES THE IOWA WAY 


Reds’ New Boss Turns to Corn-Hog System in Food Crisis 





more cattle fared no better. 





Constant food shortages are behind the big 
upheavals in Russia. To do something about 
it, the new Soviet leaders have another plan. 

“Collectivization,” the first solution, failed 
to produce the desired results. So did ‘“‘reloca- 
tion,’ opening up Siberia. Last year’s plan for 


Now Communist bosses are going to try 
hogs. Russia’s new top man, Khrushchev, pro- 
poses a “‘corn-hog belt,’ patterned on the 
U.S. Midwest, to solve all problems. 

U.S. farm experts who know Russia say the 
new plan has no better chance than its prede- 
cessors, however. Reason: Russia’s climate. 





People of the Soviet Union seem to be 
tiring of a diet of grain porridge, beet 
soup, black bread and potatoes. 

This simple fact is having more to do 
with the unrest and political weakness of 
Russia than all of the theories of diplo- 
mats and all of the wordy diatribes of 
Soviet politicians. 

Food is short all through the Commu- 
nist empire. A shortage of food makes 
people unhappy. And unhappy people 
can be kept in line only by strong-arm 
methods, promises of better things to 
come or military diversions. 

The new leaders of the Soviet Union 
once again are promising more and 
better food. To provide that food 
they are turning hopefully to the 
lowly hog. 

Nikita S. Khrushchev, the new 
“iron man” of Communism, has 
announced a plan that will give the 
Russians more pork by sharply in- 
creasing production of corn to be 
fed to hogs. He is holding out the 
hope that a duplicate of the corn- 
hog belt of Iowa, Illinois and In- 
diana can be built up in the farm- 
ing areas of the Soviet Union. 

It was only a year ago that 
Khrushchev had a grandiose plan 
to put more meat in Russian butcher 
shops by expanding the number of 
cattle. The chance that the Com- 
munist peasants will succeed any 
better with a corn-hog plan than 
they have with the cattle plan is 
regarded by American farm experts 
as practically zero. 

The wrong formula. “Commu- 
nism, collectivism and livestock 
raising simply do not mix.” 

That statement is set down as 
an axiom by Americans who are 
best informed on Russian agricul- 
ture. The basis for the axiom that 
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Communism will always be plagued 
with a food problem rests upon a number 
of factors. The principal one of these 
factors is human nature. 

“You cannot put farming on an eight- 
hour shift and expect to raise livestock 
successfully,” says an American farm 
specialist who spent a year in Russia 
when the Soviets first turned to collective 
farming. “Try to turn farming into fac- 
tory work and you might grow grain, but 
you cannot develop a livestock economy.” 

The long-term effect of the Commu- 
nist effort to collectivize agriculture can 
be seen in Russia. In that country, the 
number of livestock on farms is 6 million 
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TO GROW MORE HOGS... 
. .. Russia needs corn-growing weather 





smaller than it was back in 1928. During 
that same period the population of the 
Soviet Union has grown by 60 million. 

Thus, while Americans were eating 155 
pounds of meat per person on the average 
last year, Soviet citizens were getting 
considerably less than the 40 pounds per 
person which was available in 1928. 

The failure of Khrushchev’s big plan 
for more beef was tacitly admitted in his 
January 25 report to the Central Com- 
mittee of the Communist Party. In the 
first part of the report he boasted of a 
1.9-million-head increase in cattle. But 
later in the report he scolded the peas- 
ants for their failures in animal hus- 
bandry, pointing out that, while 
cattle numbers were increasing, the 
loss of live weight on the cattle 
amounted to 42,000 tons. The cat- 
tle, in other words, were starved. 

Now Khrushchev is exhorting 
the peasants to turn to hogs to pro- 
duce the additional meat needed 
to upgrade Soviet diets. But Amer- 
icans familiar with Russian farm- 
ing methods can see no more 
possibility of success in expanding 
pork production than was achieved 
in the plan for more beef. 

About the only thing correct 
about the Soviet boss’s plan is the 
choice of hogs as the best kind of 
livestock for rapid expansion. The 
prolific sow takes less than four 
months from breeding to farrow- 
ing and produces a litter, whereas 
the cow takes nine and a half 
months from breeding to calving, 
and seldom has twins. Beyond this 
fact of nature, the Khrushchev 
scheme holds little promise. 

A Russian corn belt? Regarded 
as unusually impractical is the 
Khrushchev suggestion that Soviet 
farmers emulate Americans in 
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» planting large acreages to corn for pro- 
duction of livestock feed. He set a goal of 
70 million acres, about 15 million acres 
more than normal U.S. corn acreage. 

But the hard fact is that only a small 
part of Russia’s farming area is adapted 
to corn production. A U.S. farm expert 
who has traveled extensively in Russia 
says that the best the Soviets can hope 
for is an increase of 2 or 3 million acres 
over present corn plantings of less than 
10 million acres. 

The basic problem is too little rainfall 
and too short a growing season. Very 
few of Russia’s farm lands have the kind 
of climate that produces the hot, humid 
weather of midsummer in Iowa when 
you can literally “hear the corn grow.” 
Annual rainfall in the U.S. corn belt 
averages 30 to 40 inches. Few areas in 
Russia get this much. 

Corn also needs a relatively long grow- 
Pring season. The best-producing U.S. hy- 
brid varieties require around 120 days 
from planting to harvesting to produce 
top-grade grain, the kind that fattens 
hogs in a hurry, 

Russia does have its “Fertile Triangle,” 
but the southern tip of it, at Odessa on 
the Black Sea, is in the same latitude as 
Duluth, Minn. This heartland of Soviet 
agriculture does not compare to the 
ts American corn belt. Instead, it is similar 
to the spring-wheat belt of the Dakotas 
and the Prairie Provinces of Canada. 
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hoto: Sovfoto Source: Speech and Report by Nikita S. Khrushchev, First Secretary of the Communist Party Central Committee 


Livestock ignore decrees. Ever since 
the collectivization of Russian agriculture 
began in 1928, the refusal of livestock to 
thrive on decrees has embarrassed the 
Kremlin. Collective methods just don’t 
give meat-producing animals the kind of 
“loving care” which any good American 
herdsman knows is so important. 

The successful Iowa hog farmer will 
leave a warm bed at 3 o'clock in the 
morning to play nursemaid to a tempera- 
mental sow about to give birth to a litter 
of pigs. He knows that every pig he saves 
at farrowing time will put dollars in his 
pocket at market time. 

But the worker on a collective farm 
doesn’t have the incentive of extra rubles 
to get him out to the hog shed in the 
middle of the night. Furthermore, many 
of the workers have been recruited from 
the cities and wouldn’t know how to 
take care of the sow anyway- 

One American swine specialist who 
once was hired to help the Russians in- 
crease hog production found the task 
impossible. The Soviet farm planners, 
unaware of disease problems, tried to put 
the job on a “factory” basis with large 
numbers of hogs concentrated. As a re- 
sult, epidemics repeatedly wiped out 
large herds. 

The Russians, he reports, have little 
concept of the need to match feed sup- 
plies with the number of hogs to be fat- 
tened. Resulting feed shortages kept 


HERE IS THE BASIC PROBLEM 
IN RUSSIA 


MORE AND MORE MOUTHS TO FEED 


LESS AND LESS MEAT TO FEED THEM 


Since 1928; the country’s livestock — 
cattle, hogs, sheep—has decreased 
by 6 million head. 


WHICH MEANS THAT— 





With 40 per cent more people, Russia has to 
get along on a meat supply 3 per cent smaller 
than it was 27 years ago. 
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hundreds of thousands of hogs from ever 
reaching marketable weight. 

Bonuses for peasants? From time to 
time, bonus plans have been _intro- 
duced to reward the better workers and 
increase production. Sometimes the 
scheme is to give each peasant a bigger 
plot of land on which to raise food for 
sale on the market. This works fine for 
the peasant who prospers by concen- 
trating on his own plot. But it doesn’t 
inspire him to greater efforts in the col- 
lective fields, so he is required to deliver 
a bigger cut of the produce from his plot 
to the state. Finally, the requirement is 
raised so high that there is no bonus for 
the peasant and he relaxes his efforts. 

Another bonus plan is to reward live- 
stock workers with cash payments for in- 
creasing production of meat and dairy 
products. This works fine, for a time. 
But it doesn’t take long for the indus- 
trious worker to become noticeably more 
prosperous than the lazy one. This situa- 
tion smacks of decadent capitalism and 
must therefore be terminated. 

Agriculture may well be the Achilles’ 
heel—the possibly fatal weak spot—of 
the Soviet economy. One agricultural ex- 
pert, cautioning against American over- 
emphasis of this Communist weakness, 
points out that Achilles could still walk 
on his heel. But the weakness could 
mean the downfall of Russia, even as 
Achilles, in an all-out fight. 
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$7 BILLION FOR NEW SCHOOLS 


Ike Makes Offer, Congress Has Last Word 


Your community may yet get 
ome help in ending its classroom 
shortage, out of the dozens of 
glans churning around in Con- 
ress. 

A 7-billion-dollar plan is ad- 
vanced by the Administration, 
»reviding credit supports rather 
than cash for local groups. 
Other plans are being advanced 
by individual Congressmen. 

Following is a close look at the 
plan Ike is backing. 


President Eisenhower is trying to 
throw the weight of the Federal Gov- 
ernment behind a 7-billion-dollar pro- 
gram to bolster the nation’s sagging 
school plant. 

The move by the President is aimed at 
relieving a situation which, experts say, 
is growing more desperate every day. 
Half the schools of the nation are over- 
crowded. A million pupils are being 
taught in makeshift quarters—former bar- 
racks, garages, abandoned laundries, 
churches, hallways, odd corners, even a 
dog kennel in one ‘State. And every 15 
minutes enough children are born to fill 
a schoolroom. 

What happened was this: During the 
war years, there was a letup in school 
building. Steel for schools went into 
arms. Old buildings got older. There 
were few new ones to take their place. 
The birth rate rose. Other expenses 
crowded in for a larger share of the tax 
dollar. Where 16 cents of each local tax 
dollar went for education in 1939, on an 
average, only 8 cents now is going to 
schools. There is an undersupply of 
trained talent and a shortage of both 
teachers and schools. 

The States are falling further behind 
in their race. In 1952, there was a need 
for 312,000 classrooms, costing 10.6 bil- 
lion dollars. Since then, the States have 
put 4 billion into buildings. And still 
the shortage has risen to 370,000 class- 
rooms, costing between 10 and 12 bil- 
lion to build. Neither the States nor 
the local communities can raise this 
much money. 

Dallas County in Texas has enough 
children reaching the age of 6 each 
month to fill a new schoolhouse. Mil- 
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waukee, facing a prospective 30 per cent 
increase in enrollments, can borrow only 
enough money to take care of three 
fourths of the increase. Louisville is us- 
ing 8 buildings that are over 100 years 
old, 12 that are more than 75 years old. 
Jefferson County, one of the richest in 
Kentucky, has exhausted its revenue for 
the next 20 years by borrowing and still 
needs 11 million dollars for new build- 
ings. 

And so the story goes. Population and 
school experts say the steady increase 
can be expected to continue for the next 
10 years, that States and communities 
must strain to meet the needs. Five of 43 
States studied report that they can pro- 
vide less than 20 per cent of what they 
need for buildings now. Nine States can 
provide less than 30 per cent of what 
they need. Fourteen States can scare up 
less than half of the funds needed. 

Federal gifts: blocked. It is this sit- 
uation that stirred the Administration 
to find a way to meet the needs. Already, 
the Democrats in Congress were pressing 
for action on a measure that would pro- 
vide outright grants to the States—on a 
basis of school population, of per capita 
incomes, an admixture of both, or on a 
straight matching basis. How the job was 


to be done was the big problem that 
seemed to stump the legislators. 

Objections arose to all of these plans, 
Hearings were piled upon hearings. But 
still the school problem grew while Con- 
gress wrangled. Members from big in- 
come States did not want to give an un- 
equal amount to poorer States. Big States 
had problems of their own. Some Cath- 
olics, with parochial schools barred from 
participating, were cool toward the plans. 
And a North-South feud over segregated 
schools aggravated matters. 

On top of these difficulties was a pub- 
lic-debt-limit problem. As a temporary 
measure, the federal debt limit was raised 
in the last Congress. It drops back to 
275 billion dollars next June 30. Senator 
Harry F. Byrd (Dem. ), of Virginia, chair- 
man of the Senate Finance Committee, 
which handles such matters, is strongly 
opposed to raising the limit again. And 
the debt stands so close to the line that 
any big-scale appropriation for schools 
would send it over. 

The new idea: credit. The plan 
brought out by President Eisenhower is 
designed to skirt most of the past objec- 
tions. It does not give money to the 
States, even on a matching basis, except 
on a small scale. It simply puts the credit 
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of the Federal Government back of that 
of the States. This does not call for any 
big appropriation that would cross the 
debt limit. It is designed to pry loose 
money from other places to be used for 
building schools, rather than take money 
out of the Treasury. 

The President’s plan embraces three 
major proposals. The first would use 750 
million dollars during the next three years 
to buy local school bonds which com- 
munities are unable to sell at “reasonable 
rates” of interest. The White House de- 
fined “reasonable” as a rate not in excess 
of 3% per cent. 

Another of the proposals would pro- 
vide 200 million dollars of federal grants- 
in-aid for communities too poor to bor- 
row or rent school buildings. Certain 
other help would be given to the States 
to help administer the program. 

The mainspring of the President's 
plan, however, is the proposal to raise 6 
billion dollars during the next three years 
through specially created State school- 
building agencies. These agencies, pool- 
ing the borrowing power of the States 
and communities, and backed by the 
Federal Government, would borrow 
money on bonds and turn this money 
into school buildings to be rented to the 
local communities. 

In this way, the local community gets 
a school without putting up its own 
money, or borrowing on bond issues. For 
many localities, which already have bor- 
rowed as much as they can under State 
and local debt limitations, this offers a 
way to get school buildings. The com- 
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munity simply rents a school building 
that is built by the State agency, pays 
rent for 20 to 40 years, and at the end of 
that time takes title to the building. Its 
rent has paid for the structure. 

The State school-building agency works 
in co-operation with the school officials 
in the State. It issues its bonds through 
the regular investment channels. It con- 
structs the schools. And it fixes the rents 
on the structures so as to cover the cost 
of the building, the cost of the bonds and 
of administering the plan, plus a pay- 
ment to the reserve fund. In the long 
run, the communities would continue to 
pay for their schools. The aid given by 
the Federal Government would be paid 
off in rentals. 

Tested by States. At least three States 
already have used, on a smaller scale, 
the plan that the President proposes to 
put into effect. In Pennsylvania, 85 per 
cent of the school-construction work has 
been turned over to State or local build- 
ing authorities. Georgia and Maine are 
using a similar plan. Indiana has set up 
such an agency, which is inoperative up 
to this time because of court action. 

The Pennsylvania authorities sell 
bonds, build schools and lease them to 
the local communities for 20, 30 or 40 
years. The rental goes to pay off the 
bonds. The State chips in to help some 
of the poor communities pay their rent 
and up to this time has rolled up an an- 
nual bill of 12.7 million dollars. 

The Georgia system is much like that 
used in Pennsylvania. So is that in Maine. 
In Indiana, local districts have set up 


holding companies to sell bonds, build 
schools and rent them to the communities. 

In presenting his plan, President Eisen- 
hower specified that it is to be regarded 
as a temporary system designed to meet 
an emergency. Long-range plans are ex- 
pected by him to be developed later. 

The battle ahead. There are hurdles 
at many points—in the Democratic-con- 
trolled Congress, in State legislatures and 
in possible State constitutional changes. 
Senator Lister Hill (Dem.), of Alabama, 
chairman of the Senate Labor and Edu- 
cation Committee, favors outright grants 
to the States on a matching basis, with 1 
billion dollars to be provided during the 
next two years. There is no agreement, 
however, upon any formula for appor- 
tioning the money among the States. 

In the face of the urgent conditions 
that have been pictured before congres- 
sional committees, however, there is a 
strong demand among members for ac- 
tion of some sort. The word is being 
passed quietly around on Capitol Hill 
that any move to ban the use of the 
money in Southern States that are trying 
to keep segregated schools would mean 
the death of federal aid. It is hoped that 
this will keep down the fighting. 

The presidential plan may ease the 
way around this problem. It simply helps 
the States to borrow money. It does not 
give the money to the States. The final 
responsibility still rests upon the local 
communities. 


Full text of the President’s message 
on his school plan—page 78. 


3-Way Proposal to Congress 


Local school districts issue bonds. If bonds can’t be sold elsewhere at 
reasonable interest rates, Federal Government buys them. 


THE PLAN: to buy 750 million dollars’ worth of bonds in three years. 
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DRAFT TO GO ON 
WHO'LL BE CALLED 


Most Youths, but There‘ll Be Stays for College, Farms, Trades 


Military draft, due to expire 
next June, is going to be ex- 
tended until 1959. But it will not 
be quite the same. 

Changes in draft rules will 
give a break to National Guards- 
men; make it easier to defer 
farmers; help men over 26 who 
have been once found unfit. 

Some youths will escape any 
service because of decreased de- 
mands from the armed forces. 

Youths of this country now are 
notified that, beyond any reasonable 
doubt, the military draft is to be a 
part of their lives for at least four 
more years. In the first test of senti- 
ment in Congress, an extension of the 
draft until July, 1959, has been over- 
whelmingly approved. 


The test came in the House, which 
voted 394 to 4 to keep the draft alive 


r-— — —S8- — OUTLOOK FOR YOUTHS, TO 1959 


50/50 CHANCE OF BEING DRAFTED, 


IF PHYSICALLY FIT 
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Basic Data: Defense Department, Bureau of Labor Statistics, Selective Service 


after military leaders warned it was the 
only way to maintain armed forces of 
nearly 3 million men. The same basic 
measure is expected to win Senate ap- 
proval fairly soon. 

This extended draft is to have two 
sides, as the public will see it operat- 
ing. One is to be the easy side of the 
draft. In that light will appear the con- 
tinued deferments for college students, 
for those in the Reserve Officers Train- 
ing Corps, for youths in the National 
Guard, for hardship cases, for some 
young workers and farmers. 

All those types of deferments are to 
be available under the new law. The Na- 
tional Guard deferment, under a House- 
approved change, will become much 
more attractive. Under this suggested 
rule, a youth will become draft exempt 
if he enlists in the Guard before he is 
18% years old and serves until he is 26. 

Another House-approved amendment 
would make it somewhat easier for a 
local draft board to find that a farm 
worker is deferrable. 

Physical rejects. Other things will 
make the new law look like an easy 


IN FOUR YEARS, JULY, 1955, THROUGH JUNE, 1959 — 


$0: About one half of physically fit, draft-age youths will enlist or be drafted. 


BUT: Draft boards must take older youths first, so draft calls will be heaviest on youths 
in age bracket 22 to 26. 


draft. Physical and mental tests will dis- 








qualify nearly one youth out of three, | 


and the continued presence of these 
youths in their home communities, most 


of them with no obvious defects, will | 


heighten the public’s impression that the | 


draft is full of loopholes. 

At the same time, because the supply 
of available youths is rising gradually in 
relation to the armed forces’ demands, 
there will be an increasing number of 


youths who never will get so far as to | 


be physically examined for the draft. 
Eventually, unless the draft is again 
extended beyond 1959, some of these 
youths will become over age before they 
are ever called upon to serve. 

The chart on this page shows that part 
of the draft story. The armed forces will 
need about 2.8 million new men in the 
four years to end July 1, 1959. The draft 
boards will have about 5.5 million able- 
bodied youths available. On a strictly 
arithmetical basis, only one youth of 
every two will have to go into service, as 
a volunteer or draftee, to meet man- 
power needs. 

(Continued on page 35) 





© 1955, By U.S, News Pub. Corp. 


U. S. NEWS & WORLD REPORT, Feb. 18, 1955 


a 








art 
vill 
he 
aft 


_—__—— a Cl ee, 











OLDS 


sriows 


irs 





() 
0 
[ 
0 
‘ 
U) 
0 
2 
< 
: 
Q 
5 
: 
0 
° 


























Sharp Contrasts! “88" Holiday Coupé in Shell Beige and Coral, A General Motors Value. 


‘ Daring . . . dramatic . . . distinctive y 4 


<a li : as , oie 
ORR. — it’s Oldsmobile’s “flying color” styling 


for 1955! Colors range from soft and quiet 











to dazzling and brilliant. Treatments go 







from conservative solids to stunning 


contrasts! Just think—more than 


100 combinations to choose from! 


KR AARKROAK 


And when you command that new 
**Rocket” 202 Engine you'll know . . . this 


is your year to go ahead with Oldsmobile! 
Subtle harmony! Super “88" Holiday Coupé in Glen Green and Grove Green, 


OLDSMOB!LE 














ON GUARD FOR AMERICA’S 
AIR DEFENSE 


THE F-102 Is A RAPIER in the hand of the 
U.S. Airman. 

At its controls, he flashes through the skies 
at supersonic speeds, day or night in any 
weather. With it, he can seek out the invader 
... Strike and destroy him. 

Built for the U.S. Air Force, Convair’s 
F-102 interceptor is delta-winged and jet- 
powered, designed for the men who are on 
guard for America’s air defense. 

Advanced aircraft like the F-102 are the 
result of engineering that aims at the maxi- 
mum...the Nth degree of air power... 


Engineering to the Nth power 


Wear the wings of the U.S. Air Force. If you are 


19 to 26 you may qualify for cadet training A DIVISION OF GENERAL DYNAMICS CORPORATION 
Write to: Aviation Cadet, Headquarters 
United States Air Force, Washington 25, D.C. 
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That is the easy aspect of the draft. 

Yet this same draft will have its harsh 
side, too. 

Continued uncertainties. Every 
youth who has to register under this 
draft—and that will include every boy 
who passed his fourteenth birthday by 
last January 1—will feel some of the 
draft’s uncertainties. He and his family 
will puzzle over what is the best course 
to pursue through the tangle of the 
draft’s rules, deferments and deadlines. 

Also, many a young man apparently 
is to find that the draft will pass him by 
in his early years, only to catch him and 
force him into service after he has a job, 
a wife, perhaps children. The draft law 
that Congress is extending is flexible, but 
it gets very tight when, and if, an in- 
dividual’s number finally comes up be- 
fore his draft board. 


approving, individuals face these pros- 
pects: 

e Youths now under age 18 can plan 
with assurance on starting college if that 
is their wish. Congress is leaving intact 
the rule that every youth can have one 
draft-free year in college if he starts 
before he is called for induction. 

® College students can remain in col- 
lege, with deferments, until they com- 
plete their courses leading to degrees, 
as long as they remain in the upper half 
of their classes. No change is suggested 
in college-deferment standards. 

e Youths on farms may find it easier 
to convince their draft boards that they 
should be allowed to stay on the farm, 
if the Senate goes along with a new rule 
written by the House. This rule: tells 
draft boards that they are not to con- 
sider whether a farmer’s output is a 





—Department of Defense 


LIFE IN AN ARMY CAMP 
... for 1 of every 2 young men 


Main features. No change is in sight 
for the main features of the draft. 

Draft-age bracket is to remain the 
same. A youth will register with his local 
board on his eighteenth birthday. When 
he reaches age 18%, he will become le- 
gally available for service. But he cannot 
be inducted until all older men are taken. 

Term of service will continue to be 24 
months. After that, a youth will have an 
“obligation” to be a member of the 
Reserve for six years. Whether that 
obligation will be enforced, and how, 
depends on what Congress does with 
another, separate proposal for a com- 
pulsory Reserve. 

Physical standards stay low, the same 
as in January, 1945, when manpower for 
World War II was getting scarce. 

Outlook for individuals. Under the 
draft-extension rules that Congress is 
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surplus farm commodity, such as butter 
or wheat, in deciding whether he should 
be drafted. In the past, some draft 
boards were taking farmers on the ground 
that what they produced was not needed, 
and hence they were “nonessential.” 

@ Married men without children are 
to get no special favors under the new 
draft. Neither are fathers whose children 
are conceived after Aug. 25, 1953. Con- 
gress is extending the dependents’ allow- 
ance act, which gives families of serv- 
icemen a monthly payment, to take care 
of drafted men with dependents. 

@ Men over 26, who have been de- 
ferred at any time, apparently will con- 
tinue to be draftable until age 35. How- 
ever, a man who has been rejected on 
physical grounds will not be subject to 
drafting after age 26, if a new rule ap- 

(Continued on page 36) 





In Steam Cleaning — 
there’s no substitute 


f 


VOLUME 





Nothing cleans like a Steam 
Cleaner . . . because with Heat, 
Pressure, and Chemical you have 
the 3 major cleaning factors at 
your command. But when you 
have them in surging volume, as 
with a KELITE Steam Cleaner, 
what a world of difference there 
is! The powerful high volume 
stream from a KELITE Steam 
Cleaner quickly penetrates the 
toughest soil... forces it free. 


High volume steam cleaning re- 
quires an extremely efficient heat 
exchanger, and a powerful pump. 
The KELITE Heat Exchanger 
traps heat wasted by other types, 
provides tremendous volume. The 
KELITE automotive type piston 
pump gives a performance not 
possible with diaphragm types. 




























. Food plants — refineries — auto- 
ia motive shops — contractors — 
farmers find modern steam clean- 
ing saves hours and dollars. Write 
today for free Bulletin 136 
which pictures and describes 
the exclusive and patented 
features of the KELITE. 1250 
North MainStreet, Los Angeles 
12, California. 







A marvel of durabil- 
ity, Kelite Pump has 
stainless steel ball 
valves — runs in oil. 


HIGH VOLUME 


STEAM CLEANERS 


Sold and serviced in 98 American Cities 
and 16 Countries Abroad 
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How to provide quiet service 
in a busy cafeteria! 











Johns-Manville 

Fibretone Acoustical Units 

reduce disturbing noise 
at low cost 


The owners of the L-C Cafeteria, 
Houston, Texas, report a 65% 
reduction in noise since a J-M 
Variety Drilled Fibretone Ceil- 
ing was installed. Customers 
dine in quiet comfort—enjoy 
the more attractive surround- 
ings provided by this modern 
acoustical ceiling. 








@ Because distracting noise is so harmful to 
efficiency in any activity, practically all new build- 
ing specifications include acoustical ceilings for 
sound absorption. However, because your present 
building was constructed before sound control 
became a science, there is no reason to be handi- 
capped by noise. You can have a Johns- Manville 
Fibretone* Acoustical Ceiling quickly installed 
over your present ceiling. 

J-M Fibretone offers an acoustical ceiling which 
is highly efficient, modest in cost and decorative in 
appearance. Uniform Drilled Fibretone consists of 
12” square panels of sound-absorbing materials 
in which hundreds of small holes have been drilled. 
These holes act as “noise traps’”’ where sound 
energy is dissipated. 

Variety Drilled Fibretone, recently developed by 
Johns-Manville, offers a new and pleasing effect 
in acoustical ceilings. The hundreds of small holes 
vary in size . . . create a distinctive, appealing 
ceiling design. 

Both Uniform and Variety Drilled Fibretone 
units are predecorated, can be painted and re- 
painted, and available with flame-resistant finish. 

For a complete survey by a J-M acoustical expert, 
or for a free book entitled “Sound Control,” write 
Johns-Manville, Box 158, Dept. US, New York 
16, N. Y. In Canada, write 565 Lakeshore Road 
East, Port Credit, Ontario. 


Johns-Manville 
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Variety and Uniform Drilled 
Fibretone units are easily in- 
stalled over new or existing 
construction. Hundredsofsmall 
holes drilled into the sound- 
absorbent panels increase 
acoustical efficiency. 

*Reg. U.S. Pat. Off. 
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proved by the House goes through. No 
opposition is anticipated. 

An important point to note is that the 
rejection has to come at an Army induc- 
tion station, not at a preinduction ex- 
amination by a draft-board medical ad- 
viser. Also, a man can be called any 
number of times for re-examination and 
possible induction until he reaches age 
26, under the proposed new rule. 

e A youth joining the National Guard 
also will be able to relax, once past age 
26, if the Senate agrees with another 
House proposal. 

At present, the youth who enlists in 
the National Guard without prior mili- 
tary service remains eligible. for the 
draft until age 35. Under the House 
proposal, a youth will be able to join the 
Guard at age 18 or 17, serve until he’s 
26, and then be draft exempt. 

While in the National Guard, a youth 
must go to drills, usually one night a 
week, and attend summer maneuvers, 
usually for two weeks. Also, he’s sub- 
ject to call in riots, or floods, or a nation- 
al emergency. 

Yet, by joining the Guard, a youth 
will be able to meet his military obliga- 
tions in eight or nine years without leav- 
ing his home town, except for Guard 
duty, if the House rule goes through. 
Service in the Guard is expected to be 
a popular way of serving, under this 
rule, and there may be considerable com- 
petition for available openings in some 
Guard units. 

Alternatives. What a youth can do, 
in short, under the Draft Act that Con- 
gress is extending, is to pick his own 
course. For the moment, at least, Con- 
gress is passing up any plan that would 
put all youths into uniform as_ they 
reach a certain age. 

A youth, thus, can enlist in the Na- 
tional Guard, or join the Army for two 
years, or the Navy or Air Force for four 
years, or the Marines for three years. He 
can enlist at age 17, with parents’ con- 
sent, or at age 18 on his own motion. 
Or he can go to college, try to quali- 
fy for the Reserve Officers Training 
Corps. If he joins the ROTC and wins 
a commission, upon college graduation 
he becomes an officer. He also agrees 
to serve on active duty for two years, 
and he continues to be an officer, in- 
definitely. 

Or a youth can “wait out” the draft. 
In that case, chances are that he will be 
classified and called for examination 
eventually. The call is not likely to come, 
barring war, until he’s about 22 or 23. 
If enough volunteers come forward, in 
years ahead, the call may never reach 
the youth who is less than 20 now. 

That’s the outlook for the draft at this 
time, as Congress prepares to extend the 
law for another ‘four years. 
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Starts when you 
hang up your hat 


Let’s say you're 
just back from a 
trip .. . or you've 
taken work home the night before. You 
have a bagful of items bearing your 
notations: “Jack, Joe, Jim—what do you 
think of this?” And so on! 

Instead of dictating notes to one and 
all—outlining the same facts over and 
over—you just pass the bag to your 
secretary. She'll send Verifax copies to 
all concerned in a wink, and file your 
original notes for follow-up. 


Speeds you through 
the morning mail 





“\. You'll save pages of 
dictation here, too. 
as You can jot your 
answers right on some letters . . . send 
Verifax copies back. And you'll never 
have to send regional managers or fac- 
tory heads a letter which, for the most 
part, quotes one you just received. 
Verifax copies—authentic from letter- 
head to signature—let you do the job 
faster, easier. 


Stops desk tapping 
or pounding 


What executive hasn’t 
glared at his watch—or 
calendar—while wait- 

ing for his “only copy” 
to be returned? And how often have 
you been held up waiting for such a 
trivial sounding thing as “retyping for 
extra carbons”? Verifax copying ends 
both annoyances . .. does more for your 








No boss ever expected 


No secretary ever dreamed she could do 


so much. Just ask any executive who has 
a Kodak Verifax Copier outside his office 


nerves in the course of a year than a 
Caribbean cruise. 


Keeps your secrets 


You need copies of a 
document or sketch 
which you wouldn’t let 
out of your sight with 
an armed guard. (Facts about next 
year’s designs, perhaps.) If you’d rather 
—you can make Verifax copies as read- 
ily as your secretary. No fussing. 


Helps lots at 





The next time someone says: “I'll have 
to pass this around the table”. . . or 
“Sorry, we don’t have enough carbons” 
...or “You probably can’t see this at the 
other end’—flip the intercom switch. 
In a minute or two, you'll have enough 
Verifax copies so everyone can see— 
and think—at once. 


Price quoted is subject to change without notice. 


Cn Gee eet es Gee cae ny ams cs emo MAIL COUPON FOR FREE FOLDER 


Eastman Kodak Company 


Business Photo Methods Division, Rochester 4, N.Y. 
Gentlemen: Please send more information about 


Name. Position 


Lets you ask forthe “impossible” 


Lets you brag a little 


Perhaps a magazine 
article contains a nice 
plug for your company. 
Or maybe you just 
happen to have your best golf score 
in your pocket. Ask your girl for Veri- 
fax copies . . . and serve them up at 
lunch. 
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You told your secretary to 
make only three carbons. 
You realize, now, you 
need more... but you 
must dash off right 
away. Impossible as it 
sounds, your girl can whisk out 3 Veri- 
fax copies in 1 minute flat. And they 
cost less than 4¢ each. 


Only $240 
What a Kodak Veri- 


fax Copier saves in 
your time, alone, 
quickly covers its 
cost. Add your secretary’s time . . . the 
time of other office personnel, and you'll 
say “greatest bargain yet.” 

By all means take a few minutes to see 
a free demonstration of Verifax copying 
in your office soon. 













) 


= 





Company Street 





ud 
| 
| 
| 
| 
| Verifax copying and names of nearby Verifax dealers. 
! 
| 
| 
| 
| 
i 


City. State. 














U.S. News & World Report 








WHERE PROFITS WILL RISE MOST 


Textiles, Railroads, Airlines Are Among the Leaders 


Bigger profits and larger dividends are to 
flow from this year’s improved business. 

That's a pleasant prospect for stockholders 
in American industry, and it goes far to ex- 
plain the buoyancy in the stock market. 

But it does not follow that all companies 
are to share equally in 1955‘s prosperity. 


The trend of earnings in most lines of 
business definitely is heading upward 
this year. Volume of business is larger 
and tending to rise. The margin of 
profit appears to be favorable. 

Out of this situation is going to come 
another year of rising dividend pay- 
ments. A good many stockholders stand 
to benefit both from an increase in 
earnings and from a tendency of busi- 
ness firms to pay out as much of their 
earnings as has been the rule in recent 
years, and perhaps even more. 

Earnings prospects, however, are not 
the same for all lines of activity, or for 
all individual companies within a gen- 
erally profitable industry. This 
means that not all stockholders will 
enjoy a better year. Profitable op- 
erations still depend on the man- 
agement and the company, as well 
as on the industry’s prospects. 

In general, the outlook suggests 
that those industries that suffered 
most in the 1954 business slump 
will gain most in the recovery that 
now is taking hold. But it does 
not always follow that the indus- 
tries that have the most favorable 
profits outlook will also pay the 
largest increases in dividends. 

The textile industry, for exam- 
ple, seems quite clearly to be 
emerging from the recession phase 
of this group’s business cycle. Re- 
covery probably will carry through 
1955 and into 1956. Textile manu- 
facturers can count on increased 
sales and rising profits. They may 
have one of the largest percentage 
gains of all industries. The indi- 
cated increase in earnings, how- 
ever, is not likely to support any 
sharp increases in dividends. This 
industry needs to recoup losses of 
past years and to make capital im- 
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provements. So, while the profits outlook 
is highly favorable, the prospect for in- 
creased dividends from the textile indus- 
try appears to be only modest. 

Airlines, on the other hand, are 
likely to realize sharply higher prof- 
its this year and to boost dividends 
substantially. This industry expanded 
its business during the 1954 slump 
and expects continued gains in 1955. 
Airline travel is in a strong growth 
trend, and leading companies in this 
field are expected to benefit. Stock 


in these companies has gained con- 
siderably in price in recent months, 
reflecting the upward trend in earnings. 





IN THE BROKER‘S OFFICE 
... an upward trend 





~Standard Oil Co. (N.J.) 


Some industries quite definitely are in a 
position to be far ahead in the race for 
profits. Others will lag behind. 

The stockholders in industries with bright 
prospects will reap above-average benefits. 

In the analysis that follows you get an 
industry-by-industry appraisal of the outlook. 


The race in autos. Makers of passen- 
ger automobiles also appear to be in line 
for larger profits. The industry is expect- 
ed to sell around 6 million cars this vear, 
compared with 5.5 million in 1954—a 
strong sign of higher earnings. However, 
competition for this business is to be 
sharp, and it remains to be seen which 
companies in the industry will emerge 
the strongest. Although total profits 
probably will rise, dividends for the in- 
dustry as a whole are likely to increase 
only moderately over 1954, with pay- 
ments concentrated among the big pro- 
ducers. 

The _electrical-equipment _ industry, 
which produces a wide range of 
products from power generators to 
toasters, probably will boost earn- 
ings by about 20 per cent in 1955. 
That’s the prospect for the industry 
as a whole, but the profit outlook 
varies for different companies. 

Firms that make electric house- 
hold equipment are expected to 
make the best profit performance, 
because of the expected rise in 
consumer buying. Next in line are 
companies that make both house- 


hold equipment and _ industrial 
equipment. Those concerns that 
concentrate on heavy electrical 


equipment probably will have low- 
er profits in 1955, because of 
smaller demand from _ industry. 
Dividends of electrical-equipment 
manufacturers as a whole probably 
will increase moderately over 1954. 
Shares in several leading electrical- 
equipment firms showed a_ very 
large price gain in 1954. Com- 
parable gains for 1955 appear un- 
likely. 

Farm-equipment manufacturers 
can count on better business this 
year. This industry has suffered 
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from the drop in farm income in recent 
years. Farm income is not expected to 
recover this year, but farmers’ need for 
equipment is expected to rise. That 
probably means higher sales and higher 
profits. It seems quite likely that profits 
in this industry may rise as much as 25 
per cent, but the dollar gain is not ex- 
pected to be enough to justify any large 
increase in dividends. 

More steel. The steel industry will 
profit from increased output of things 
made of steel, such as automobiles and 
household equipment. Estimates are 
that about 105 million tons of steel will 
be produced this year, against the 1954 
figure of 88.3 million. Profits from this 
increase are likely to yield around 20 
per cent more, with the added prospect 
that dividends, too, will rise. Stocks in 
the larger steel companies had a sharp 
advance in price in 1954 and may not 
advance so much in 1955. Shares of some 
of the smaller producers may show con- 
siderable gains. 

Processors of other metals—aluminum, 
copper, lead, zinc—are expected to in- 
crease profits rather substantially this 
year. Dividends from this group, how- 
ever, are likely to rise considerably less 
than profits will rise. These concerns 
are expected to find that they need to 
retain more earnings to build up working 
capital. 

Suppliers of railroad equipment can 
look forward to improved earnings this 
year. Profits of these corporations are 
likely to rise more than 20 per cent be- 
cause of larger volume. Railroads are 
expected to order more rolling stock this 
year, and a number of companies in this 
field have turned to making other prod- 
ucts as well as railroad equipment. All 
the signs point to higher profits, but gains 
in dividend payments may be moderate. 
These companies generally maintained 
dividends in 1954 in the face of declin- 
ing profits, so are not likely to be eager 
to inérease payments. 

Railroad gains. Railroads themselves 
stand to cash in on the increased traffic 
that rising business activity will bring. 
Leading roads are expected to earn about 
25 per cent more than in 1954. Divi- 
dends, too, are likely to increase, but not 
as much as profits will rise. Railroads 
must apply a rather large portion of earn- 
ings to paying off past investments. 

In the food and beverage industries, 
earnings prospects for most firms are 
good. Distillers are expected to chalk up 
profit gains of 20 to 25 per cent on in- 
creased volume. The soft-drink industry 
is in a strong growth trend that is ex- 
pected to continue. Brewers probably 
will make modest gains. The outlook for 
somewhat higher dividends appears fa- 
vorable for soft-drink companies. 

(Continued on page 40) 
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PROFIT PROSPECTS — 
SOME BIG GAINERS FOR 1955 
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For Corporate 
Trust Services in 


PITTSBURGH 


Complete facilities for the han- 
dling of corporate trust affairs are 
available at Peoples First 
National Bank & Trust Company, 
Pittsburgh’s oldest Trust Com- 
pany. Our services to corpora- 
tions include Stock Transfer 
Agency, Stock Registrar, Invest- 
ment Agency for Corporate 
Trusts, Trustee for: Bond Issues, 
Pension Trusts, Profit Sharing 
Trusts, Educational Trusts, Char- 
itable Trusts and Foundations. 

Funds held in trust at the end 
of 1954 totaled in excess of 
$231,500,000. The opportunity of 
serving your trust or commercial 
banking needs in the Pittsburgh 
area will be welcomed. 


PEOPLES FIRST 
NATIONAL 


BANK & TRUST COMPANY 
Pittsburgh 30, Pa. 


Member Federal Deposit Insurance Corporation 
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Among food processors, the outlook is 
brightest for meat packers. Some of these 
corporations suffered quite a slump in 
earnings in 1954, but the situation now 
is improving. Profit margins are larger 
than they were a year ago, and market- 
ings, particularly of hogs, are expected 
to rise. Increased dividends from packing 
companies appear probable. Fair-sized 
gains in profits and dividends also: are 
probable for other food processors—candy 
manufacturers, sugar and corn refiners, 
flour millers, processors of dairy products. 

Investors appear to be in line for high- 
er dividends from a number of other in- 
dustries where profit gains may be more 
moderate in 1955. 

Manufacturers of office equipment are 


companies that will benefit from ex. 
panded highway and school construc. 
tion. Most leading companies in the 
building-supply field already have shown 
increases in share prices that appear to 
be ahead of the general advance in the 
stock market. 

The container industry is expected to 
increase earnings modestly in 1955, but 
dividends may run 8 to 10 per cent 
above last year. The reason is that manu- 
facturers of metal and glass containers 
probably will need less money for ex- 
pansion this year, so will be in a position 
to pay larger dividends. P 

In a similar position are aircraft manv- 
facturers. This group probably will show 
a modest drop in earnings in 1955, be- 





DIVIDEND CHECKS GO OUT 


—A.T.&T. 


Not all of them will be larger 


likely to have a gain in earnings this 
year of 15 to 20 per cent—and to pay 
out a sizable percentage of this increase 
in dividends. This industry can count on 
higher demand for conventional pieces 
of equipment, on larger exports, and on 
expanding sales of electronic equipment. 

Busy builders. Suppliers of build- 
ing materials are another group that 
stands to make a gain in profits of 
around 15 per cent this year and to use 
a good portion of the increase in paying 
higher dividends. The building boom 
spells rising profits here. Chances are 
that some types of construction will de- 
cline before the year ends, but long- 
range prospects are highly favorable for 


cause of a smaller volume of deliveries. 
However, capital needs of aircraft com- 
panies are expected to be considerably 
smaller, strengthening the prospect that 
dividend gains will be substantial, pos- 
sibly as much as 20 per cent. 
Manufacturers of paper and pape 
products can count on further expansion 
in 1955. This industry is a growing one, 
and a fillip will be supplied by the rise 
this year in general business activity. 
Sales, profits and dividends probably 
will increase by around 15 per cent. 
More modest gains in profits and divi- 
dends are indicated in prospects for the 
chemical industry, drug manufacturers 
(Coatinued on page 42) 
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Skilled hands and energetic minds are 
translating visions of tomorrow into realities, 
today. Crosley research and development achieve- 
ments are paying off in practical production— 
geared to Military demands for “rightness.” 





Specialized testing facilities must be created constantly 
to keep pace with the complexities of the projects 

under development. Yes, guided by Crosley reliability, 
engineers of vision are broadening the scope of explor- 
ation into communications, armament and radar— 

in all phases of electronics and electro-mechanics. 


For Procurement Agencies and defense contractors: 
an illustrated brochure describing Crosley’s complete facilities. 
Write for your copy, today, on your business letterhead. 


VCO 


ANUFACTURING 
CORPORATION 





A. 














Waterproof Cloth Tapes—in Colors! 
Uncocted Cloth Tapes °¢ 
Mystik Protecto-Mask «¢ 


NEW! Mystik Brand Adhesives for Industry 


Prevent damage 
to costly finishes on 
° - stainless steel 
* » aluminum - plastics 

x ¢ glass 


*e 





e oe* 
*e ee? 
ee ee? 
*eecccseeee® 


From Mystik, tape headquarters 
for industry, comes another time 
and cost saver—PROTECTO- 
Mask! This self-stik “‘skin’’ ap- 
plies directly from the roll to ad- 
here instantly on finished surfaces. 
Protects against scratches, stains, 
marring. Holds positively during 
fabricating, handling, shipping, 
storage. Eliminates costly refin- 
ishing and replacements. 
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Mystik Spra-Mask 
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Other Mystik protective ma- 
terials: heavy duty Protecto-Mask, 
for extra protection such as walk- 
wayson plane fuselage and wings; 
Mystik Corner Protectors to 
cover the corners of metal sheets 
—prevent damage to other ma- 
terials. Write on letterhead for 
samples and information. Mystik 
Adhesive Products, 2678 N. Kil- 
dare Ave., Chicago 39. 


NEW! Automatic Power Applicator —Now available for 
applying Protecto-Mask with even greater speed and 
hairline accuracy. Write for literature and information. 


Protecto-Mask 


Mystik Freezer Tapes 
Mystik Book Repair Tapes 
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and the petroleum industry. The shoe 
industry is another activity that appears 
likely to improve only moderately this 
year. Tire manufacturers are expected to 
run into higher costs this year as they 
shift to tubeless tires. This will tend to 
put a brake on 1955 earnings for some 
rubber companies. 

Better retailing. In retail trade, lead- 
ing corporations appear to be headed for 
a gain in profits of around 10 per cent, 
with a 5 per cent increase probable in 
dividend payments. Total sales in 1955 
are expected to be slightly bettey than in 
1954, but profit margins of well-man- 
aged stores are likely to increase. 

Gains in both profits and dividends 
are indicated for department stores, mail- 
order houses, variety chain stores and 
grocery chains. The increases, however, 
are not expected to be spectacular. 





—-USN&WR Photo 


STUDYING THE STOCKS 
Earnings prospects vary 


Machine-tool producers, who had a 
bad year in 1954, are not likely to bene- 
fit much in 1955 from the improvement 
in general business. Last December, 
however, orders rose rather sharply, 
which may indicate rising sales and pro- 
duction later in the current year. This 
group is feeling the effects now of the 
abnormally heavy purchases of tools from 
1950 through 1953. Manufacturers of 
other types of industrial machinery also 
had a rather poor year in 1954. They 
probably will show some modest im- 
provement this year. 

In general, however, American cor- 
porations will reap larger profits and 
can be expected to pay larger dividends 
as the result of the increase in activity 
now going on. This prospect is a basic 
influence in the buoyancy now noted in 
the stock market. 
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This one flies United for extra sales hours 


A recent survey shows the average industrial salesman spends only 
50% of his working time with prospects or customers. 
Travel and other non-selling activities use up the other 50%. 


United Air Lines lets your salesmen put more “selling time” 


Vancouver, B. C. 





into their “working time” — which means more 
calls made, better coverage, a bigger business potential. 
a Many cities long drives apart are served by fast 

United Mainliner “commuter” flights—and flying United 





costs less than driving, often less than first class San Franci Chicago Toleds 


Des Moines 


rail travel plus lower berth. 


If a car is needed at any destination, United Hawai 
will arrange for a new rental auto to be waiting 
at the airport—ready to go-as-you-please. 


The Business Route of the Nation 


t ; 
rie Ping 








Hartford 
New York-Newark 
<Philadelphia 
Itimore 
Washington , D.C 


AIR LINES 


For Mainliner® reservations, or information, call or write United or an Authorized Travel Agent 
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Eyewitness Account— 


MIGHTY U.S. FLEET PRESIDES 
OVER ANOTHER PULL-OUT 











Aboard U.S.S. Yorktown 

Communist China, in effect, tempo- 
rarily submitted to U.S. naval power 
in the Pacific during the evacuation 
of Nationalist troops from the Tachen 
islands. 

The Tachens are within easy range 
of Communist jet fighters and bombers 
based on the Chinese mainland. They 
are just outside the effective range of 
U.S. or Chinese Nationalist land-based 
fighters. This means that the Commu- 
nists, for all practical purposes, could 
establish and maintain air control over 
the islands. 

But the U.S. Navy simply moved its 
floating airfields almost within sight of 
the Tachens—and the Reds, who prob- 
ably would have liked nothing better 
than a free chance to eliminate 15,000 
of Chiang Kai-shek’s best troops by in- 
vading the islands, sat quietly and let 
the Nationalists begin slipping away. 

Long before the evacuation began, 
U.S. carrier task forces were operating 
in waters around the Tachens and North- 
ern Formosa. The carrier aboard which 
this is being written was within 60 miles 
of the mainland at one time. For days, 
U.S. Navy pilots took to the air for 
patrols and to practice bombing and 
strafing runs. Peiping radio reported 
that, between January 24 and February 
4, Navy planes flew 2,220 sorties in 496 
groups in the Tachens area. The figure 
may or may not be accurate. Through 
it all, the Americans blithely ignored the 
fact that Communist radar could track 
them with ease. 

Ready to fight. The point is, the 
Navy wanted the Communists to know 
U.S. carriers were in the neighborhood 
and were ready for trouble. It was an 
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Riding with the Seventh Fleet off the Ta- 
chens gives a close-up view of the military 
power U.S. can hurl against the Communists 
if real trouble comes over Formosa. 

The fleet is still at peacetime strength, but 
it packs a terrific wallop. Its bombers and 
fighters, for weeks, have been putting on an 







application of U.S. deterrent power on a 
narrow but potentially explosive front. 

The Navy was simply demonstrating 
the powerful role it plays in military 
diplomacy in this part of the world. It is 
responsible for patrolling the sea lanes 
from Singapore to the northern limits of 
Japan. It must be ready to fight any- 
where along this great defensive peri- 
meter. To do this job, the Seventh Fleet 
has a force comparable in size to the 
Sixth Fleet in the Mediterranean—but 
the Mediterranean is a lake compared 
with the Western Pacific. 

Flying over the Seventh Fleet, you 
realize with a shock that it is far 


smaller than the once-mighty American 


THE CARRIER YORKTOWN SOMEWHERE NEAR FORMOSA 


impressive show for Red China’s radar. Evacu- 
ation of the Tachens is only part of it. 

This account of the fleet—its planes, pilots 
and crews—was cabled by Robert P. Martin, 
Regional Editor for U.S. News & World Report 
in the Far East, from aboard one of the car- 
riers that provided air cover over the Tachens. 





fleets that cleared the Japanese from 
the Pacific in World War II. Even the 
45,000-ton Midway, on her first tour in 
the Pacific, doesn’t begin to fill the vac- 
uum left when scores of proud battle- 
ships, carriers and cruisers were put in 
moth balls. 

Packs a punch. Nevertheless, the 
Seventh Fleet bristles with power. 

Its sleek Cougars, and its Furies with 
a speed better than 600 miles an hour, 
are the Navy’s equivalent of the Air 
Force’s Sabre jets. The twin Banshees 
of the fleet are superb all-weather planes. 
And its Sky-raiders give the fleet a long- 
range wallop. Nobody aboard, of course, 
talks authoritatively about whether 
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It came within 60 miles of the Chinese mainland 
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atomic bombs are immediately available, 
but it is common knowledge that the 
Navy has the capacity to deliver them 
if it is called upon to do so. 

The Seventh Fleet’s carriers, except 
for the Midway, carry no more planes 
now than they did in World War II. But 
the planes themselves carry bigger bomb 
loads and they are faster and more 
heavily armed. Jets cannot stay on sta- 
tion over the target as long as World 
War II planes could, but they have 
greater striking range. More sorties can 
be launched than before because the 
jets reach their target and return in 
much shorter time. And the jets—even 
though they land faster and harder— 
seem less prone to non-repairable acci- 
dents than the conventional planes. 

Right now the Seventh Fleet, to do its 
job, has become the _hardest-working 
fleet in the world. When its carriers are 
in port any length of time, the planes 
are flown to land bases where the pilots 
practice joint defense with the Air Force. 
In recent months the fleet has left port 
many times within hours of its arrival 
because of emergencies in Indo-China 
or off Formosa. 

The ships are at peacetime strength, 
or about 60 per cent of the wartime. 
That means officers and men alike do 
double duty. For instance, men sched- 
uled for transfer to other ships or out of 
the service worked right to the last min- 
ute loading provisions aboard this carrier. 

A carrier has only one reason for ex- 
istence—to keep an air group flying and 
ready to fight. The heart of the ship, 
therefore, is in the ready room where 
the pilots are briefed, on the hangar 
deck where planes are serviced and re- 

(Continued on page 46) 
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DIVIDEND? 


PLM Policyholders save that much on 


their Fire Insurance on their homes 


Underwriting skill and long experience, 
coupled with sound management, have 
enabled PLM to make great economies 
in operation, with resultant savings. 
Since PLM is a mutual company, these 
savings have been regularly passed on, 
through the years, to policyholders. They 
represent a kind of reward for being 
careful property owners. To date, some 
$19,270,523 has thus found its way back 
to the pockets of PLM policyholders. 

Today, PLM’s dividend rate is 20% 
on fire insurance and allied coverage on 
dwellings—20 cents of every earned 
premium dollar returned to the insured. 

PLM also insures business property — 
mercantile and industrial—against fire 
and allied hazards at commensurate 
savings to policyholders. 

If this is the kind of company you'd 
like your property insured in, inquire for 
the name of the agent representing PLM 
in your community. 





ORGANIZED 1895 


Pennsylvania Lumbermens 
Mutual Insurance Company 


Market Street National Bank Bidg., Philadelphia 7, Pa. 


Writing FIRE and ALLIED LINES 
“*in the Birthplace of American Mutual Insurance"’ 
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paired, and on the flight deck where 
the ship’s total effort reaches its climax. 
Probably nowhere else in the military 
world do you find the clocklike precision 
that is standard procedure on a carrier 
launching or receiving its planes. The 
flight deck is riotous with color and 
movement: plane handlers in yellow caps 
and shirts; gasoline and oil men in red; 
plane pushers in blue; mechanics in 
green; firemen in white asbestos suits. 
Hand trucks loaded with bombs bounce 
across the arresting cables that drag land- 
ing planes to a halt. Yellow-painted baby 
tractors haul planes from one end of 
the deck to the other, spotting them 
according to the needs of the moment. 
Precision job. Finally the order comes 
down from the bridge to prepare for 





Yorktown are high. Her scheduled de- 
parture for the U.S. for the installation 
of new decks has been postponed three 
times because of the Formosa situation. 
Mail has been diverted and just now 
is beginning to catch up. The Navy, 
for security reasons, did not tell the 
men where they were going on this 
trip. There are nightly blackouts, and 
the planes take off loaded with bombs 
and rockets instead of the usual prac- 
tice missiles. With all this going on, 
the ship festered with “scuttlebutt’— 
shipboard gossip—until news broadcast 
from Japan disclosed that the fleet was 
protecting the Tachens during the Na- 
tionalist evacuation. 

In the ready room you find two view- 
points among the pilots of a fleet that 
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AN “UMBRELLA” OF COUGAR JETS 
Communist radar was blithely ignored 


launching. The decks are cleared of 
men and equipment as the carrier turns 
into the wind. The whine of the jets 
and the growl of conventional engines 
rise to’ a screech. Then, with the sharp 
snap of a bullwhip, the catapult launches 
the first plane. Others follow every few 
seconds and soon the planes are forming 
into flight formations overhead. 

Launchings and landings are precise 
because they have to be. Jets have a 
limited time in the air, and wasted min- 
utes could mean a million-dollar plane 
ditched in the ocean. 

The precision everywhere evident 
comes from continuous practice, which 
means, in turn, that the carriers are the 
hardest-working ships of the fleet at sea. 

Return delayed. Nevertheless, the 
spirit and morale of the crew aboard the 


is cautiously skirting the edges of pos- 
sible war. 

The younger pilots who have never 
seen combat appear eager to test them- 
selves and their planes against the Com- 
munist MIG’s. Older pilots—men who, 
on this tour, have been overseas more 
than seven months—want to get back 
to their families, But it is doubtful if 
a single one would leave the air group 
now even if he had a chance. 

These pilots definitely are not “trig- 
ger happy,” but, as one of them ex- 
plained the attitude: “Sure, I want to go 
home—but I don’t want to miss anything 
either. If trouble comes, I hope it will 
be before we leave.” 

Strategy now that the Tachens are 
gone—page 48. What U.S. agrees to 
defend—page 50. 
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Next Trouble Spots for U.S. 


Matsu, Quemoy, Nanchi—It’s Retreat or a Fight 


New showdown in Asia is 
being shaped now, to involve 
three island groups just off 
China‘s mainland. The prospects: 

® Nanchi, 80 miles south of 
the abandoned Tachens, appears 
to be next on the Communists’ 
schedule, is within Red air range. 

® Matsu, across from Formosa, 
faces a new Communist build-up. 
® Quemoy, most important 
outpost, is most vulnerable too. 


Reported from 
TAIPE] and WASHINGTON 


War tensions in the Far East, far 
from being settled by the evacuation 
of the Tachens, are shifting now to 
three key island groups south of that 
area—Quemoy, Matsu and Nanchi. 

Here a new showdown could come as 
soon as Communists complete their air 
build-up across from Formosa. Then the 
U.S. will be faced with the same dilem- 
ma that was posed at the Tachens: De- 
cide to fight or to conduct an evacuation. 
But this time the cards are stacked some- 
what differently. 

Militarily, these islands could be vital- 
ly important if the Chinese Communists 
are going to stage a big amphibious as- 
sault on Formosa sometime in the fu- 
ture. Matsu is spotted just off the big 
Communist staging area of Foochow, 
could be used to observe any invasion 
plans at close range. Quemoy is within 
sight of Amoy, the other major port from 
which an invasion could be launched. 

Even if Communist officials are bluffing 
and no actual invasion of Formosa is in 
sight, Chinese Nationalists in these capi- 
tals believe that the loss of any one of 
these islands may have as much psycho- 
logical importance as did Dienbienphu 
to the French in Indo-China. Their cap- 
ture, in other words, could demoralize 
the anti-Communist side, permit Com- 
munists to gain Formosa in the end by 
default: 

Prospects at this time, however, are 
that the U. S. will be unwilling to become 
embroiled in war with Communist China 
over any of the offshore islands, that any 
military aid for their defense will be 
limited to arms to be used by Chiang’s 
forces. 
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Next Communist target? Nanchi is- 
land, 30 miles from the Chinese main- 
land and just 80 miles south of the aban- 
doned Tachens, appears to be next on 
the Communist timetable. Nationalists 
have announced their determination to 
defend there, and consider their 3,000- 
man garrison adequate. Unlike the Ta- 
chens, Nanchi is beyond range of Com- 
munist shore artillery and is within 
effective range of jet fighters based on 
Formosa, 120 miles away. 

Nearest Communist jet base is 160 
miles north of Nanchi, which puts this 
island within combat range of Commu- 
nist jet IL-28 bombers at this time, while 
Matsu and Quemoy will not be within 
effective range of enemy jets until a 
new base is completed at Foochow. For 
this reason, much more pressure can be 
brought to bear immediately on the tiny 
island of Nanchi by Communists, if they 
are willing to pay the price. 

A likely place from which the Com- 
munists would launch an invasion of 
Formosa, however, is Foochow, near 
the mouth of a river blocked by the is- 
lands of Matsu. Unless Communists took 
these small islands, they could not count 
on making a successful attack on For- 
mosa, because warning could be given 
and the invasion fleet brought under con- 
stant attack. Meanwhile, Nationalists 


‘are using Matsu to enforce a_ partial 


blockade of the big Communist port. 


f 
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BIG GUN ON QUEMOY 


...can hit the mainland 


It is in this area that Communists are 
building a new air base and have assem- 
bled an Army force estimated at about 
50,000 men. Against it, the Nationalists 
have a garrison of about 6,000 men and 
could count on some air defense from 
Formosa, only 90 miles away. 

Quemoy: most vulnerable. Within 
sight of the big Communist port of Amoy 
and 130 miles due west of Formosa are 
the four Quemoy islands, considered the 
most important, but most vulnerable, of 
all offshore islands still held by the Na- 
tionalists. There the anti-Communists 
have packed 50,000 troops, vast amounts 
of equipment, to meet a long-expected 
attack. 

The two main islands—Big Quemoy, 
11 miles long, and Little Quemoy, 6 
miles long—are fitted with artillery that 
commands the narrow channels leading 
to the strategic Communist port. And, 
as long as a blockade of Amoy can be 
maintained, the Communist build-up for 
any invasion of Formosa or push into 
Southeast Asia is seriously handicapped. 

The Nationalist-held islands, however, 
are surrounded on three sides by the 
Communist-held mainland, within easy 
gun range. From Little Quemoy, through 
binoculars, you can see Communist 
bunkers near Amoy, only a few thou- 
sand yards away. 

So far, despite constant artillery at- 
tacks, the Nationalists have managed to 
defend the Quemoys because Commu- 
nists have been unable to set up jet air- 
fields nearby to gain air superiority over 
the islands. As long as the Reds lack air 
superiority, the odds are against their 
making a successful invasion, as U.S. 
military observers see it. But the islands 
will be well within range of the new 
jet base being developed now at Foo- 
chow and others under way farther south. 

Will Communists attack? The pat- 
tern for a crisis over these oftshore- 
island groups, in the view of some 
American officers, was set by events that 
led up to the Tachens evacuation. For 
five years, Nationalist troops occupied 
all those islands just a few miles off the 
Communist mainland. They were vir- 
tually unmolested, since the Nationalist 
Navy controlled waters around the is- 
lands and Communists lacked air power 
in the vicinity to support an amphibious 
attack. 

But the picture changed radically a 
few months ago, when Communists be- 
gan an air build-up on the mainland op- 


U. S. NEWS & WORLD REPORT, Feb. 18, 1955 





——->y-— 


AG oe 














av 


"eae fF Ff 


ee SS SS. ee P. 








—— 





U.S. News & World Report 









COMMUNIST STRENGTH: 


TROOP STRENGTH totals 
250,000 to 300,000 


men in this coastal area. 
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GARRISON: 
50,000 Nationalists — 
good fortifications 
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posite the Tachens. The Nationalists, 
whose nearest Formosa bases were be- 
yond effective range, were unable to cope 
with the developing air threat. That was 
demonstrated when Communists overran 
the 700-man Nationalist garrison holding 
the tiny island of Yikiangshan, within 
gun range of the Tachens. 

In this case, the Nationalists agreed to 
evacuate the Tachens. In the case of the 
three offshore groups to the south, more 
is at stake and a defense is more likely 
to be attempted. 

Balance of air power over these is- 
lands-the key to victory—at present is 
held tenuously by the Nationalists. But, 
as in the case of the Tachens, the ad- 
vantage could swing at any time to the 
Communists. Numerically, the total Chi- 
nese Communist air force outnumbers 
that of the Nationalists by about 2,000 
aircraft against 500. The figure for the 
Communists, moreover, includes 850 jets, 
of which 600 are MIG-15s and 125 are 
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A NEW AIR BASE is being built at 
Foochow, to be used by hundreds of 
MIG’s now based 300 miles to the north. 
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NATIONALIST STRENGTH: 
TROOP NUMBERS are maximum 


usable on islands that size. 


AIR DEFENSE by Nationalists against 
MIG's is limited to one F-86 Sabre-jet 
squadron on Formosa. 
NAVAL DEFENSE, supplied by 40,000- ‘ 
man Nationalist Navy, is strong. 








twin-jet IL-28 bombers. The Red Chinese 
lack only the air bases from which to 
operate in the Amoy-Foochow area. 
This deficiency is being corrected by the 
construction at Foochow. 

By comparison, Nationalist Chinese 
on Formosa are just getting their first 
squadron of 25 jet F-86 fighters into 
combat readiness. In the transition from 
propeller types to jet fighters, the plan 
is to set up one wing of 75 of these Sabre- 
jets, and two wings of slower F-84 jets. 

Wanted: U.S. air help. Chinese Na- 
tionalist planners, as a result, are press- 
ing for U.S. air support for their defense 
of the remaining offshore islands. If the 
present balance of air power shifts, as 
they fear it will, support by U.S. planes 
could be vital. 

Naval defense, however, can be han- 
dled by the Nationalists alone, the plan- 
ners figure. By giving up the Tachens, 
the 40,000-man Nationalist Navy no 
longer has to defend logistical operations 


dist ddlondets believe 


—unless Communists - 





200 miles away and can dispose its 
fleet better to protect the remaining 
islands. Also, Communist naval bases are 
far to the north and the Communist Navy 
is not a deep-water fleet. 

Troop strength does not worry Na- 
tionalist planners particularly, either. 
Communists have 250,000 to 300,000 
troops stationed along the coast across 
from the three offshore-island groups, 
another 300,000 across from the Tachens, 
available for use to the south. But Na- 
tionalists believe that their islands are 
guarded by as many troops as size per- 
mits, and that even a far bigger Commu- 
nist invasion force could capture any 
island only by taking enormous casualties. 

Key to the invasion prospect, whether 
or not Communists are willing to take 
those casualties, is to be the balance of 
air power in the area. American observ- 
ers, as a result, are keeping close watch 
on the Communists’ new air base. When 
it is ready, they expect trouble. 
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ANOTHER OUTPOST FOR AMERICA 


There are changes for both 
U.S. and Chiang Kai-shek in the 
Formosa Defense Treaty, ap- 
proved February 9 by the U. S. 
Senate. 

For U.S.: Formosa becomes a 
defense post. It can mean land, 
sea, air bases, a general build-up 
of American power in the Pacific. 

For Chiang: He goes under 
new restrictions. Attack on the 
mainland, and enlarged war, is 
out unless U. S. gives a go-ahead. 

The U.S. now is assuming formal 
treaty commitments with Chiang Kai- 
shek on Formosa. Under the terms of 
this mutual-defense agreement— 

@ U.S. formally has added a new out- 
post to its Pacific defense system by 
pledging to fight for Formosa and the 
Pescadores. 

@U.S. naval, land and air bases on 


Formosa may be the next step, now that 
the U.S. Senate has ratified the treaty. 
Chiang’s Government is ready to sign 
agreements for bases. 





—United Press 


JOHN FOSTER DULLES 
... One more commitment 
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@ Chiang Kai-shek cannot try an in- 
vasion of the China mainland without 
U.S. approval. The agreement provides 
that neither the U.S. nor Chiang take 
offensive military action from Formosa 
and the Pescadores unless the other con- 
sents. 

@ Two Chinas still are pcssible. The 
treaty does not recognize Chiang’s claim 
to the Chinese mainland. It does accept 
him as the lawful authority on Formosa 
and the Pescadores. There is no legal or 
diplomatic barrier to recognition by U. S. 
of a Communist China alongside a non- 
Communist Formosa. 

@ The fighting forces of the Chinese 
Nationalists can be effectively restricted 
to the defense of Formosa and the Pes- 
cadores. The Nationalists cannot sub- 
stantially weaken the defenses of those 
islands by moving away forces without 
American approval, if those forces were 
trained or equipped with U.S. help. 

@ The U.S. commitment cannot be ex- 
tended to defend other areas without 
the approval of the Senate. 

The agreement consists of the treaty 
proper and an exchange of notes between 
the two governments. The Senate For- 
eign Relations Committee, in recom- 
mending approval, spelled out the man- 
ner in which the U.S. interprets certain 
provisions. 

What Chiang gets. Chiang gets two 
main things out of the agreement. One 
is formal assurance of help in defending 
Formosa and the Pescadores. The other is 
the promise, made by Secretary of State 
John Foster Dulles, that the U.S. will 
not hand these pieces of real estate to the 
Communists in a political horse trade. 

At the same time, Chiang has his wings 
clipped. In effect, he can use the Pesca- 
dores and Formosa for action by himself 
only in emergencies. If he wants to 
launch an offensive against the mainland 
or the Communist islands, he must get 
permission from the United States. 

Troubles for Chiang are expected to 
result. For years he has kept up troop 
morale by promising a victorious return 
to the mainland. He still is promising to 
return. It’s uncertain, as a result, how 


long Chiang will be able to keep his 


aging troops tuned up to fighting pitch, 
once they learn the real situation. 
America’s commitment. The U.S., 
by the treaty, has served formal notice 
on Communist China that it really will 
fight, and has defined the area it will 
defend. Up to now, there has been talk 


Formosa Treaty Opens Way for Military Bases 


that the U.S. was making a show of 
resistance in order to get the best pos- 
sible terms out of a deal with the Com- 
munists. Now the U.S. is committed. 

The question is being raised as to 
whether the U.S. is obligated to help 
Chiang hold the offshore island groups 
of Nanchi, Quemoy and Matsu. In the 
words of the Senate Committee on For- 
eign Relations, the treaty “does not ex- 
tend the obligation of the United States 
to defend any territories other than For- 
mosa and the Pescadores.” 

According to one view, this means that 
U.S. forces could not help Chiang de- 
fend the Nanchi, Quemoy and Matsu 
groups unless the Senate approved. Ac- 
cording to another view, American forces 
could be used to help hold these groups, 
without Senate approval, if they were 
considered necessary to the defense of 
Formosa and the Pescadores. 

With the agreement approved, the 
Chinese Communists face a chain of 
strong points stretching from Korea and 
Japan down through Okinawa and For- 
mosa to Australia. The agreement rounds 
out the set of treaties that the U.S. has 
made for the defense of this line. At the 
same time, it gives clear warning that 
the U.S. will fight to defend Formosa 
and the Pescadores. 





ia 
—United Press 


CHIANG KAI-SHEK 
... One more restriction 
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This emblem of SCOTCHLITE now 


REFLECTIVE SHEETING 


more than one million cars! 


When State Farm Mutual Insurance Co. changed their famous trade- 
mark emblem—the “‘honored badge of a careful driver’ —from a metal 
tag to a reflective bumper emblem made with “Scotchlite’”’ Sheeting, 
here’s what happened: 


Policyholder use of the emblem jumped tremendously. Today more 
than 1-million cars in the State Farm territories are displaying the 
State Farm emblem to the most logical prospects—other drivers. This 
is profitable, result-producing identification — round-the-clock identifi- 
cation that could pay off for your product too! 

*‘Scotchlite’’ Reflective Sheeting gives emblems and point-of-sale 
material full-color day and night selling power. It is longer lasting. . . 
easy to apply . . . color-fast and crack-proof; sticks to glass, porcelain, 
stainless steel, aluminum, and many other surfaces usually considered 
poor for applying adhesive sign materials. The bright reflective qualities 
last throughout the life of the emblem. 

If you’d like more information on powerful selling emblems like the 
reflective emblems shown here, just write to Dept.'US-25, Minnesota 
Mining and Mfg. Co., St. Paul 6, Minn. 


REG. US. PAT. OFF. 


SCOTCHLITE 


REFLECTIVE SHEETING 


EXPRESS 


TRAILER POOL, INC. 





protects 





3M} “Scotchlite” is a registered trademark of Minnesota Mining and Manufacturing Co., St. Paul 6, Minn. Export Sales Office: 99 Park Ave., New York 16, N.Y. In Canada: P.O. Box 757, London, Ontario. 





it's always fair weather 
5 FEET DOWN! 


Nothing stops natural gas! 


Five feet below the earth it travels, steadily, surely, along the 2200-mile 
steel “highway” of the nation’s longest pipeline, Tennessee Gas. 


Here the weather is always fair. No storm, no traffic snarl or congestion, 
no shortage of rolling stock. Even in war, enemy attacks at sea 
cannot halt the progress of the world’s finest fuel on its way to market. 


Comforting thought when planning a new home or locating a 
new industry . . . gas always gets through — delivered by 
the safe, dependable modern method of transporting fuel—the pipeline. 


TENNESSEE GAS 


TRANSMISSION COMPANY, 


th} HOUSTON, TEXAS 


AMERICA’S LEADING TRANSPORTER OF NATURAL GAS 


More Homes Heat with Gas. Over 14 million 
homes now heated with natural gas...and 
every year adds a million more, 


ELLE 


Nothing equals natural gas for precise heat 
control. Economical, dependable, its use in in- 
dustry is steadily increasing. 
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A New German Army— 
Where It Stands Now 


Down goes another French 
Government. With it, once again, 
down go U.S. hopes of getting 
a German Army on schedule. 

Germans are supposed to 
have troops for Europe’s defense 
this spring. It's still possible. But 
France’s weakness means delay. 

There will always be another 
French Government. But nobody 
knows for sure whether there 
will be a German Army in the 
West. 

PARIS 

The fall of still another Govern- 
ment in France once again is blocking 
the creation of a German Army. 


The West German force which U. S. 
leaders consider essential to the defense 


of Europe is not yet in sight. Five years’ 


of bickering and bitterness, of patient 
waiting by the U.S. and promises by 
French governments have led to just an- 
other crisis in France. 

Latest plan calls for a force of 12 West 
German divisions and half a million 
Germans under arms. A few weeks ago 
this force was expected to be marching, 
arming and training by spring. 


Then, overnight, hopes for final action 
once again were dashed. A French Gov- 
ernment presumed to have real authority 
suddenly was voted out of office by the 
French Assembly. And final approval of 
a plan to rearm Germans for the defense 
of Europe is delayed. 

Delay, this time, can be ruinous for 
the Western alliance. And U. S. officials 
here in Paris freely admit that the re- 
arming of Germany, after all, may re- 
main a will-o’-the-wisp. 

Odds still favor a West Germany 
Army, eventually. But nobody can be 
sure, at this stage, when it will come. 
Certainly the timetable which was sup- 
posed to be set now is wrecked. 

Here are the steps which the U.S. and 
its allies have taken in the long, slow 
and discouraging effort to get French 
agreement on rearming Germany. 

1945—Worry over Russia. Behind 
the scenes, even before the shooting 
stopped in World War II, there was 
serious private concern among top lead- 
ers of the Western alliance about Rus- 
sia’s intentions, about the wisdom of dis- 
arming a defeated Germany. © 

Sir Winston Churchill recently re- 
called that he had ordered the British 
commander in Germany at the war’s end 
to stack captured German arms for pos- 
sible reissue to German troops “if the 
Soviet advance continued.” 

(Continued on page 54) 





WEST GERMAN TROOPS ON MANEUVERS 


—Wide World 


... they are still not part of an “Army” 
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..- facilities for 
expanding industry 


Utility companies have forecast 
and prepared for the expanding 
economy of this area. Outstand- 
ing modernization programs 
completed or under way assure 
ample service for any business, 
for years to come. Weigh this 
powerful factor in judging Indi- 
anapolis as a place to locate... 


logically. 


The Indiana 


National Bank 





.-. “gateway to business?’ 


an Indianapolis and Indiana 


Indiana National will gladly put 
you in touch with people you 
want to reach and help open 
your way into the commercial 
community. And to service your 
account, Indiana National main- 
tains every facility you naturally 
expect in a bank of more than 


$400,000,000 in resources. 


@ Serving banks and 
businesses in Indiana 


since 1834 
a 
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is more precisely compounded and free 
of flaws. Used increasingly for printed 
circuits (as pictured at right) in the elec- 
tronics field, for sheet metal work, and 
for general soldering everywhere in 
industry. Called CASTOMATIC® solder, 
it is made on patented machines, by 
Federated only. Write for 36-page 
“Solder” brochure. 





.-- Sheet lead for 
radiation protection 


is used in the new Deep Therapy room 
of Seattle’s Swedish Hospital. Feder- 
ated supplied metallurgical help and 
all the lead. Through Federated, Amer- 
ican industry has access to the ac- 
knowledged center of lead research 
and technical service. Ask for 48-page 
“Lead Handbook”. 


NON-FERROUS METALS 


. «solder made on automatic machines 


{UWS 








«zinc dust for the 
chemical industry 


is an effective chemical reducing 
agent; yields salable by-products; 
costs less than other reducing agents. 
It is also used in paints which pro- 
tect against corrosion. 





Federated people work constantly with copper, tin, lead, zinc and other non- 
ferrous metals. The company makes thousands of non-ferrous items. That is why 
it has earned the name “Headquarters for Non-ferrous metals.” 


Seder Miie- 


DIVISION OF AMERICAN SMELTING AND REFINING COMPANY 
120 BROADWAY, NEW YORK 5, N. Y. 

IN CANADA: FEDERATED METALS CANADA, LTD., TORONTO AND MONTREAL 

ALUMINUM, MAGNESIUM, BABBITTS, BRASS, BRONZE, ANODES, ZINC DUST, 


DIE CASTING METALS, LEAD AND LEAD PRODUCTS, SOLDERS, TYPE METALS 
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The British leader could not find a 
copy of this message. But he, like U.S. 
military leaders, agrees that there was 
widespread private concern at top levels 
about the attitude of the Russians, about 
the idea that Germany might have to be 
rearmed fairly soon to help keep Soviet 
ambitions in check. 

1947—Co-operation’s end. “For all 
practical purposes,” Lord Ismay, Secre- 
tary General of the North Atlantic Treaty 
Organization, declared recently, “the 
Moscow Conference of 1947 marked the 
end of postwar co-operation between 
Russia and the democratic countries.” 

In the same year, working out defense 
plans as a result of the deadlock between 
the Soviet Union and the West, military 
men in Washington, London and else- 
where in the West were trying to decide 
how Western Europe could defend itself 
without West Germany’s trained man- 
power. 

Conclusions reached were that the de- 





: A ~Europeau 
SIGN IN LONDON 
Some Frenchmen agreed 


fense of Western Europe was next to im- 
possible without a German contribution. 
1948—Big troubles. “Cold war,” as 
waged by Soviet Russia, showed Euro- 
pean leaders the urgency of defense 
planning. Communists seized Czecho- 
slovakia. Soviet commanders, on Mos- 
cow’s orders, tried to blockade Berlin. 

The Western Union agreement, signed 
at Brussels in March, 1948, was the first 
European effort to get together in a 
common defense after the war. 

Britain, France, the Netherlands, Bel- 
gium and Luxembourg, at Brussels, 
signed a 50-year alliance. Germany was 
not invited to sign. Many of those who 
signed the alliance considered it de- 
signed primarily to protect Europe 
against a revived Germany. But, as 
Moscow became more aggressive, West- 
ern Union set up a common military 
command under Field Marshal Bernard 
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L. Montgomery and asked for American 
arms to use in the defense of Europe. 

In Washington there was a conviction 
at top levels in the Pentagon that Eu- 
rope, in the long run, needed defense 
help from a German Army. The U.S. 
was investing billions of dollars’ worth 
of economic and, later, military aid in 
the hope that a stable Europe, eventual- 
ly, could defend itself. 

In July, 1948, the U.S. and Canada 
began negotiations with the Brussels 
Treaty powers looking toward a common 
defense. Actual drafting of the North 
Atlantic Treaty began in Washington in 
December. During this period, both 
soldiers and statesmen talked of how 
Germany could contribute to the com- 
mon defense. But the political climate in 
Europe did not seem right for action. 

1949—NATO’s birth. Early in April, 
1949, the North Atlantic Treaty was 
signed in Washington. All the military 
men involved in these negotiations were 





United Press 


GERMANY’S MANPOWER 
. +. @n untapped reservoir 


aware that U. S. officers wanted eventual- 
ly to bring German troops into the 
European defense plan. 

Defense Secretary Louis Johnson, 
early in 1949, was looking about for 
means of getting better defense for less 
money. Congress, too, began asking why 
Germany contributed nothing to Ger- 
man defense. 

In the spring of that year, the U.S. 
Joint Chiefs recommended, and President 
Truman approved, an American effort to 
seek agreement among the Western 
powers on the rearming of Germany. 
From the start, this proposal ran into 
trouble in France. 

1950—.\“ar in Korea. Talk of rearm- 
ing Gers ‘ue largely to French ob- 
jections, did nui get far until midyear. 
Early in June, 1950, Field Marshal 
Montgomery, chief of the combined 

(Continued on page 56) 
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WHAT’LL THEY THINK OF NEXT! 


As your products change, so do 
your protection problems. You can 
imagine the hazards encountered 
in shipping this new-style "wrap- 
around’ windshield glass. Ga ylord 
solved the problem with a practi- 


i 


cal, efficient corrugated container. 


At your nearby Gaylord sales 





office you'll find men who enjoy 
CORRUGATED AND SOLID FIBRE BOXES 
FOLDING CARTONS e KRAFT PAPER AND SPECIALTIES tackling asuseal protection prob- 


KRAFT BAGS AND SACKS 
lems. Call them today! 


GAYLORD CONTAINER CORPORATION * ST. LOUIS 





SALES OFFICES FROM COAST TO COAST * CONSULT YOUR LOCAL PHONE BOOK 
55 











Need *25,000?...5 million?... 
for months?.. .years?... 


SOLVE YOUR 
1955 CASH 
PROBLEMS 
NOW ...cet in touch with 


Commercial Credit 


ae year, hundreds of companies, large and small, discovered 
CommerciaL Crepit’s method to be the ideal way to supple- 
ment cash working capital. They used more than 600 million 
dollars of our funds for that purpose alone—ample testimony 
that... 


Commercial Credit’s method is reasonable... 


No preliminary expenses, no long-term commitments, only one 
single charge, which is a tax-deductible expense. 


Commercial Credit’s method is flexible... 


No negotiations for renewal—funds are available continuously 
—increasing or decreasing as your need varies. 


Commercial Credit’s method is fast... 


No delay—cash usually available within three to five days 
after first contact. . 


If you can use additional funds—temporarily or continu- 
ously—without outside interference in ownership or manage- 
ment—for modernizing your plant, developing new products, 
exploiting new markets, etc., etc . . . write, wire or phone the 
nearest CoMMERCIAL CREDIT CorPORATION Office listed below. 
Just say: “Send me information about the plan offered in 
U. S. News & World Report.” 


Battimore 1—200 W. Baltimore St. | Cuicaco 6—222 W. Adams St. 


Los AncELes 14—722 S. Spring St. New York 17—100 E. 42nd St. 
San Francisco 6—112 Pine St. 


A Service Available Through Subsidiaries of 


COMMERCIAL Crepitr COMPANY 
Capital and Surplus Over $170,000,000 
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forces of Western Union, told the govern- 
ments of that alliance that “there would 
be scenes of appalling and indescribable 
confusion in Western Europe if we were 
ever attacked by the Russians.” 

Moscow, once again, gave real urgency 
to Europe’s defense plans. Communists 
attacked in Korea. War in the Far East 
ended all doubt of the Communist intent. 
Communists in East Germany got a 50,- 
000-man Army, trained and armed by 
Russia. 

In August of 1950, at Strasbourg, Win- 
ston Churchill suggested a united Euro- 
pean Army. A few days later, Chancellor 
Konrad Adenauer said West Germany 
was ready to contribute to such an Army. 

U.S. Secretary of State Dean Acheson, 
in September, asked the British and 
French foreign ministers at New York 
to agree to seek a German Army. Under 





, United Press 
CHANCELLOR ADENAUER 
...@ later deadline? 


pressure from the allies of France, a 
French Premier proposed 1 European 
Army containing German units. 

1951—Discussions. Nearly a year and 
a half was exhausted in long and difficult 
negotiations in Washington, London, 
Paris and Bonn. U.S. leaders worked on 
the side lines, seeking agreement. 

1952—EDC moves ahead. A French 
Government, finally, signed an agreement 
for a European Defense Community, to 
include a German Army, in May, 1952. 
The Germans accepted the agreement, 
too. There was enthusiasm in the West, 
optimism in Washington. 

Under EDC there was to be a Euro- 
pean Army with 14 French divisions, 
12 German divisions, 12 Italian divisions 
and 5 from other countries. The common 
command of this Army was linked to the 
European community, of which Germany 
was a full member. 
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1953—Paris delays. Speedy action 
was wanted by the U.S. on ratification 
of this agreement, but the French de- 
layed action. In Paris, Government after 
Government fell without even daring 
to take the treaty to the Assembly. 
U.S. statesmen, diplomats and soldiers 
wheedled, applied pressures, offered con- 
cessions and guarantees, but the French 
stalled. 

1954—EDC is buried. Finally, in 
August, 1954, Premier Pierre Mendeés- 
France took the treaty to the Assembly, 
but he did not stake his Cabinet’s future 
on the vote. The Assembly killed the 
plan. U.S. Secretary of State John Foster 
Dulles called it “a tragedy.” 

Out of the wreckage, British Foreign 
Secretary Anthony Eden pulled together 
a new plan for the rearming of Germany. 
This plan, negotiated in London and in 
Paris, was finally accepted by the Men- 
dés-France Government. 

The London-Paris accords call for 
German forces of 500,000 men organ- 
ized into 12 divisions, an Air Force, even 
a small Navy, all under a German gen- 
eral staff. Top command of all forces in 
Europe is to be vested in NATO. 

Mendés-France, this time, staked his 
Cabinet on the vote. The Assembly ap- 
proved the London-Paris plan by a nar- 
row margin and there was great enthu- 
siasm among Western leaders. For a 
Premier as strong as Mendés-France, it 
was said, approval by the French upper 
house, which has little real power, was 
secure. President Eisenhower called the 
action “a matter of great gratification, 
not only to the United States, but to 
the entire free world.” 

1955—EDC substitute waits. Sud- 
denly, on Feb. 4, 1955, the French As- 
sembly threw Mendés-France and _ his 
Government out of office. The vote came 
on a question of colonial policy, not on 
German rearmament. But, once again, 
the rearming of Germany was upset by 
French politics. Approval by the French 
upper house now must be sought by a 
new Premier. Delays are certain. More 
upsets are likely. 

Such French instability has plunged 
Western leaders into the deepest gloom. 
In the U.S., particularly, there are grave 
doubts about the future of Western co- 
operation, not only on the long-delayed 
task of getting a German Army, but also 
on building a firm defense system based 
on wobbly French governments. 

The odds still favor the eventual cre- 
ation of a German Army, mainly because 
Western leaders can see no alternative 
as a means of defending Western Eu- 
rope. The timetable for German rearma- 
ment which was considered secure a 
few weeks ago, however, is wrecked. 
And nobody knows, for sure, when, if 
ever, the West will get a German Army. 
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Underwater suit of neoprene sponge 
insulates against cold, wears well 


It’s quiet at five fathoms—quiet and cold. The “skin” diver moves 
ahead cautiously, eyes alert. Every dive is a new experience, but the 
hunting weather seldom varies. That’s why a tight-fitting suit of neo- 
prene sponge, made from Du Pont’s chemical rubber, is as important 
as camera or gun. Lightweight, closed-cell neoprene sponge does not 
absorb water . . . insulates against cold, while giving complete freedom 
of motion. 

In use, this suit must withstand the effects of salt water. And top- 
side, it has to resist deterioration by sunlight and weathering. Neo- 
prene, unlike ordinary resilient materials, shrugs off these influences— 
retains its resilience and flexibility. Even contact with oil and grease 
has little effect on rugged neoprene. Result? Long life for the suit, 
more sales points for its manufacturer. 

This new application is one more example of how neoprene proves 
its worth in a wide variety of rubber goods. If you need a rubber part 
for your product, remember: neoprene adds benefits that sell! And 
you’ll find neoprene products can cut the cost of 
operating your plant. Our new booklet gives dol- 
lars-and-cents examples of how neoprene made the 
big difference in many industries. Just clip the 
coupon for your free copy. 





E. I. du Pont de Nemours & Co. (Inc.) 
Rubber Chemicals Division US-2 
Wilmington 98, Delaware 
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NIKITA S. KHRUSHCHEV 





Da AAS cd IG cn 2 


IKITA S. KHRUSHCHEV, a hard, un- 
N compromising, old-style Communist 
bent on world conquest, is consolidating 
his power as the new boss of the Kremlin 
and the closest thing to a one-man dic- 
tator that Russia has seen since Stalin. 

To act as front man and carry out or- 
ders, Khrushchev has named his own 
Premier, Marshal Nikolai A. Bulganin, 
an old party professional, for years the 
top political policeman of the Red Army, 
who shares his chief's yearning for a 
Communist world. 

Concededly, Khrushchev is tough. 
Otherwise he could not have emerged 
from the most recent Moscow power 
grab with his present position of 
strength. But whether he is tough 
enough to hang on to his leadership 
remains to be tested in the period 
just ahead. 

Actual or suspected foes now 
must be weeded out, cut down; 
Khrushchev men placed in dozens 
of pivotal positions. On the basis 
of their records, neither Khrush- 
chev nor Bulganin will recoil from 
whatever measures may seem 
needed. To both of them, the 
cold-blooded purge is old stuff, its 
techniques mastered years ago. 

In addition, Khrushchev is ex- 
pected to keep “cold war” ten- 
sions running high, to bluster and 
threaten, prod Red China con- 
stantly into bristling attitudes. By 
all accounts, he never has _ be- 
lieved it possible to get along 
with the capitalist world, thinks 
it scarcely worth trying. But until 
some glaring Russian economic 
ills are eased and his personal 
position made secure, few think 
he would risk a big-scale war. 

Khrushchev knows all the Com- 
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A new Russian at the top, Khrush- 
chev, faces a struggle to keep and ex- 
tend his power. A dogmatic, deter- 
mined old-line Communist, he issues the 
orders. New Premier Bulganin, a long- 
time political chore boy, carries them out. 


GQRIOTCS 4 LATS eA NRE ERSTE BIE 


munist techniques of making belligerent 
statements one day and soothing pro- 
nouncements the next, has used that 
stratagem only recently. He is a wily 
politician, adroit at Kremlin intrigue. 
The man, in fact, is a rounded Commu- 
nist, who has worked hard and learned 
all his lessons. 

The new boss. At 60, Khrushchev is a 
squat 5 feet 5. He weighs well above 
200 pounds. But he is not flabby. He has 
the hardened physique of a professional 
wrestler. His head is egg-bald and 
gleaming, his face round and mobile. 
His eyes twinkle and he laughs and 
smiles readily—revealing. two gold 


teeth. The Communist chief, in fact, 
presents an outward picture of good 
nature and amiability. 





—Sovfoto 


BULGANIN, KHRUSHCHEV AND MAO 
China may be in for some prodding 





eeRussia’s New Rulers 








—Sovfoto 


NIKOLAI A. BULGANIN 


5 cit AAA ARM Bi oS 


TEETER ATE SU | he A SES SLY 


Khrushchev likes to have people 
about him. He has the politician’s knack 
for recalling names and faces. He talks 
incessantly and animatedly, but in a 
rather rough, blunt manner. Elaborate 
gestures go with his words. In public 
speeches, he tries to be folksy, which 
does not always go over with his audi- 
ence. But his accent reveals his peasant, 
provincial origins, a mark of distinction 
in Russia. 

The man takes special delight in re- 
ceptions and other social occasions and 
drinks prodigiously of the always- 
plentiful vodka. People cluster about 
him, listening eagerly to his stories. 
In a land not notable for its humor, 
Khrushchev is considered quite a wit. 

All this serves to conceal the inner 
hardness and determination of 
this shrewd, peasant official. He 
demands results, is relentlessly 
impatient of mistakes in others, 
but quite willing to overlook his 
own. He is not quite an “Old Bol- 
shevik,” but has the enthusiastic 
support of the older fanatic group 
that never has forgotten what it 
considers Communism’s _ interna- 
tional mission. 

Rise to power. Khrushchev was 
born to an impoverished, coal- 
mining family in the Ukraine. 
His grandparents had been serfs. 
There is no record that the boy 
had any early schooling. At 10, he 
was working for a sheepherder 
and then went into the mines. He 
joined the Communist Party forces 
during the Revolution in 1917 and 
the party itself a year later. Through 
the ensuing civil war he fought 
in the ranks. 

After the war and barely literate, 

(Continued on page 60) 
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MATERIAL 


MW. Kellogg 


ENGINEERING FOR TOMORROW |: . 


THE M. W. KELLOGG COMPANY, NEW YORK 7, N.Y. 


The Canadian Kellogg Company, Limited, Toronto * Kellogg International Corporation, London. 


SUBSIDIARIES OF PULLMAN INCORPORATED 





Activated by neutron- bombarded isotopes 
such as cobalt, iridium and cesium, this 
powerful and portable “‘atomic camera’ was 
developed by The M.-W. Kellogg Company 
for rapid and accurate inspection of welding 
seams at construction sites and in fabrica- 


‘tors’ shops. 


The intensity and. magnitude of the gam- 
ma rays emitted from the isotopes in this 
device make it possible to photograph many . 
feet of welded seam up to six inches thick 
in a single short exposuré. By comparison, 
to perform the same test with traditional 


CHEMICAL 
PLANTS 


~ Atomic Camera 

























‘X-ray equipment would take days and entail 
hundreds of exposures. 

The M. W. Kellogg Company was the first 
firm specializing in the engineering and 
construction of petroleum refineries and 
petrochemical plants to be permitted by 
the AEC to use isotopes of this magnitude. 
Also the first in these specific fields to be 
authorized by the AEC to establish an interna! 
training program for handling radioactive 
materials, M. W. Kellogg is well qualified tc 
work with you on your construction engi: 
neering problems. 
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> PIPING 
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CHIMNEYS 
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PUSHBUTTON 
DICTATION 


... lets you work 
as fast as you think! 


Modern, low-cost PhonAudograph makes 
dictation as easy as that! You handle 

no complex machinery — you have nothing 

to learn or practicel A familiar telephone handset 
is your “microphone” — your words are 
recorded right at your secretary's desk. 

You dictate at your convenience; she has more 
time to relieve you of administrative detail. 
For a free demonstration call your Audograph 
dealer today — or write us for your copy of 
“The Miracle of Pushbutton Dictation.” 





The Gray Manufacturing Company 
Hartford 1, Connecticut 





C: RAY PHONAUDOGRAPH 





The Men, The News 





Khrushchev in Ukraine: 
fighting, purging, building... 


Khrushchev turned to party work. He 
attended adult workers’ schools, distin- 
guished himself and went_on to study 
in Moscow at the Industrial Academy. 
His prestige in the party grew. In 1935, 
he became party leader in Moscow. But 
Stalin needed him for other dutiés 

In 1939, Khrushchev was sent back 
to the Ukraine to preside over the 
liquidation of some 3,000 party members 
who had been tagged disloyal. During 
World War II, with the rank of lieutenant 
general, he was behind the German lines 
in the Ukraine, organizing guerrilla bands, 
After the war he was in charge of re- 
construction in the Ukraine and also of 
cutting down disloyal elements. Khrush- 
chev is considered an authority on the 
repression of Ukrainian nationalism. 

By late 1949, high in Stalin’s favor, 
he was back in Moscow, as party leader 
for the city and ready to go places. 
After Stalin’s death in 1953, however, 
it appeared that Khrushchev had missed 
out. He even lost his Moscow party job. 
But he rebounded quickly. Nine days 
after Stalin’s death, he took over the 
duties of First Secretary of the party, the 
post through which both Stalin and the 
deposed Georgi M. Malenkov rose to 
power. 

Months ago, it became obvious that 
Khrushchev’s prestige was _ increasing 
rapidly. It was he, .not Malenkov, who 
made important policy announcements. 
He even tried patronizing the titular 
Premier, and Malenkov took it. Khrush- 
chev also stepped into Vyacheslav M. 
Molotov’s field of foreign policy. Last 
autumn he and Bulganin led a Soviet 
delegation to Peiping. There he made a 
fighting speech about Communism’s 
destiny in the world and Chinese Com- 
munism’s destiny in the Far East. 

Meanwhile, Khrushchev was in charge 
of a broad program to increase Russian 
agricultural production. It failed miser- 
ably. But he turned out to be strong 
enough to make Malenkov shoulder all 
the blame while in the process of step- 
ping out of the Premiership. 

The new boss prefers to exercise his 
power, as Stalin did for years, from his 
post as First Secretary of the Communist 
Party. And if mistakes are made, Bul- 
ganin—as with Malenkov and the agri- 
cultural fiasco—always is a handy scape- 
goat. 

The Premier. Marshal Bulganin, 59, 
small, erect and grown paunchy, is a man 
of punctiliously good manners. He is 
cultured, a devotee of music and the 
ballet. His hair has grown white and so 
have his mustache and __fastidiously 
clipped Vandyke beard. He wears his 
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. . . Bulganin’s record: a 
competent administrator 


marshal’s uniform well, but is not a 
soldier. He is associated with the Army, 
has many close contacts there, but is 
first of all a politician. 

After a better-than-average secondary 
schooling, Bulganin joined the party just 
before the 1917 Revolution, fought 
through it and the civil war. Then he 
received his real Communist indoctrina- 
tion in four years with the Cheka, 
the secret police—years of running down 
and exterminating all foes of the Revo- 
lution. 

From the Cheka, Bulganin went to 
the bureaucracy that was running the 
Soviet economy, eventually became. man- 
ager of a highly important electrical- 
equipment factory. He distinguished 
himself by turning out his stint for the 
five-year plan then current in less than 
three years. He always has been con- 
sidered an intelligent and competent 
administrator. ; 

For six years Bulganin was mayor of 
Moscow and worked with the party 
bosses, including Khrushchev, in an effort 
to make the city a show place. In that 
period, he made his only journey outside 
Russia, to London. Later he headed the 
state bank and became a Deputy Premier. 
The German invasion gave him a long- 
time Army assignment. 

As a military man, Bulganin is a poli- 
tician in uniform. He once took a cram- 
school course in military subjects, but 
never has commanded troops or won a 
battle. His wartime assignment actually 
was that of top political commissar of 
the Red Army, a policeman’s job of see- 
ing that the fighting men were protected 
from strange ideologies. 

The Bulganin appointment raises a 
question of the Army’s part in Khrush- 
chev’s coup. Experts on Russia believe 
that this was minor, at most. But Bul- 
ganin, in the future as in the past, can 
provide valuable liaison between the 
Army and the Communist Party. 

Trouble. Such are the new top men 
of Russia: Khrushchev to issue the or- 
ders, Bulganin to carry them out. They 
now face an inevitable struggle to main- 
tain and increase their power. Trouble 
in Russia is called good news for the 
West. But the orders issued by the de- 
termined, dogmatic Communist, Khrush- 
chev, are expected to prove quite the 
opposite. 


For an objective study of the popula- 
tion, output and potential of the West 
versus that of the Communist bloc in 
Europe, see page 23. A close look at 
Russia’s food troubles and her newest 
approach to them is on page 28. 
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Employee hit....... 


Requires no pay check 


Works 24 hours a day 


Never makes a mistake 
Never takes a vacation 


Never wastes time 


DIAMOND 
INDUSTRIAL 


<a TELEVISION 


| 


“™"UTILISCOPE”’ i 
for special applications . “UTILIVUE”’ 
in heavy industry distributed by Graybar 


Diamond Industrial Television has become an indis- 
pensable “employee” in many plants in a wide 
variety of industries. In their search for improved 
operation and lower costs, these companies hdve 
found the Diamond “Utiliscope”’ or “UtiliVue”’ the 
best answer to numerous problems. You, too, can 
probably use Diamond ITV to substantial advantage. 
For case histories and sugges- 
tions, return the coupon today. 














DIAMOND POWER SPECIALTY CORP. 

74 | LANCASTER, OHIO 

| Please send me without obligation a copy ofnew | 

EV ead me as@ ee Mees) ime) = bulletin showing how Diamond Industrial | 
FIRST IN INDUSTRIAL TELEVISION | (Wired) Television will help me reduce costs, | 
LANCASTER, OHIO - improve quality, increase sales and aid safety. | 
OFFICES IN 39 PRINCIPAL CITIES . Name | 
Diamond Specialty Limited — Windsor, Ontario | | 
Since 1903, Diamond has Manufactured | Company ; 
Quality Equipment for Industry | Address | 
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“Hold your fire,” said Mr. Q 


“We aim to please,” said Mr. A 
“RAILWAY EXPRESSis rapid, too!” 


“I'll ship our goods this speedy way .. .” 


The big 


difference is — 


Railway Express can make a big difference to Q N\ LW4 j 
you in speed, economy, and safe, sure F X 9) R F S S 
e 


delivery. You'll find that's true whether 


you're sending or receiving, whether your <q G ( ~ 
shipment is big or small, and whether it ‘al N 
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moves by rail or air. It pays to specify 
Railway Express—the complete 
shipping service in the American tradition 


of private enterprise. 


A ibution in th blic i A 
Sas eee Ratan bn ag pre terest cone eee Safe, swift, sure 











“Lets go in and talk 
to our Ford Dealer 


right now !” 


Only Ford delivers 
‘Trigger-lorque power 







"Just look af a 
long, lowslovely nes! 


: i ; | | Sant wait to try that 









and Thunderbird styling ! 


The 1955 Ford—and the’55 Ford 
alone—brings you the split-second 
reflexes of Trigger-Torque power... 
the striking beauty of Thunderbird 
styling .. . the smartness and good 
taste of Luxury Lounge interiors. 

Until you sample the vitality of 
Trigger-Torque performance, you 
haven’t really savored driving. With 
it, you have at your command more 
“thrust” at the wheels . . . split- 
second answers to your power re- 


quests. Indeed, Trigger-Torque 
takes the hint from your toe so 
swiftly, so smoothly, you'll some- 
times wonder if it doesn’t think for 
you! And all this brings you a new 
feeling of confidence and security 
when traffic requires agility or pass- 
ing demands swift response. 

Ford matches its extra high- 
torque “Go” with a bonus of high- 
fashion beauty. And it comes in all 
16 of Ford’s distinguished new °55 


models. Trim, long fender lines and 
sophisticated “going-places” flair 
give Ford the years-ahead look 
that’s recognized everywhere. In- 
side, you sit in the lap of luxury, 
surrounded by color-and-fabric 
combinations of distinctive taste 
and quality...so new you've never 
seen them before in any car. 

To see the °55 Ford is to want to 
drive it. Why not do both at your 
dealer's at once? 


Treat yourself to a Trigger-Torque Test Drive today! © 5 5 BK r 


Tiigger-Torque power!” 





WORLDGRAM-- (Continued) 


He pulled France back from a U.S. of Europe, from a European Army. He invited 
West Germany to build its own Army. He got peace in Indo-China, at a price. He 
softened French policy toward North Africa, offered concessions to the natives. 

To nail down changes, Mendés-France put new people in key posts. He sent 
new ambassadors to 18 capitals, including Washington and London, installed a new 
chief in the Foreign Ministry, changed two of the three top officials in North 
Africa. He made comparable changes in domestic posts inside France. 





>> What worries U.S. officials is that the next Paris Government may not only 
get rid of the Mendés-France personnel, but change French policies as well. 
German rearmament is far from settled. Relations with Moscow are entering 
a new phase. Indo-China is an unsettled problem. North Africa is explosive. 
In all these matters, French policy is important, in some cases crucial. 
France's next Government probably can't reverse the Mendés-France policies 
completely, but it will bring in new faces, different ideas, different methods. 
This next Government, however, isn't expected to last very long. 
Mendés-France, it's quite possible, may be back in office within the year. 
If so, he'il consider he has a mandate to change things back again. 
U.S. officials wonder again how heavily to count on France. 




















>> To give you an Australian size-up of Communist maneuvering in Asia..... 
Recent attacks on Nationalist-held islands off China coast are taken as 
proof that Peiping and Moscow intend to expand in Asia this year. 
Islands near China, Australia agrees, probably have to be evacuated. 
Formosa is different. Australia agrees with U.S. that Formosa must be kept 
out of Red hands, that an attack on it calls for united defense by the Allies. 
It's time, Australians are saying, to draw a line in Southeast Asia. 
Australians remember the route Japan took during World War II, down through 
Indo-China, Thailand, Indonesia, heading for Australia. Chinese Communists seem 
to have similar ideas. Australians think they'd better be stopped now. 
Australia's leaders, as a result, are about ready to send armed forces to 
Malaya, to build at least one firm line in Southeast Asia. Policy of neutrality, 
urged by India's Premier Nehru, finds few backers in Australia. 











>> For an expert view on how a cease-fire with the Chinese Communists might be 

expected to work out.....The Swiss, after a year and a half trying to police the 
armistice line in Korea, are ready to quit. Berne officials say the police job 
there is a farce. They'd abolish the supervisory machinery altogether. 

In Korea, the Swiss report, the Communists have prevented every attempt by 
armistice officials to check on troop movements in North Korea. When Swiss and 
Swedish inspectcrs did get near a troop train, Polish and Czech members of the 
truce commission refused to allow any inspection. Communist movements in or out 
of North Korea, by air and sea, are undetected and unhindered. 

As "neutrals," Poles and Czechs in Korea worked openly in the Communist 
interest, and kept the Swiss and Swedes from doing any important police work. 





>> This Swiss experience in Korea makes a couple of things fairly clear: 
A truce commission with Communists on it is quite likely to be paralyzed. 
A truce in Asia may stop the shooting, but not a Communist build-up. Odds 
are that a cease-fire on Chinese islands would work out the same way. 
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feeling of confidence and security 
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ing demands swift response. 
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DESTINATION: 
KINGDOM COME 


AMERICA’S guided missiles were created to conserve 
LX Freedom and the lives of free men. 


Pilotless, each is precision engineered to live out only a 
brief life span—for once launched, they ride a one-way 


ticket against aggressors. 


They rocket through the arena of the skies to seek out, 


pinpoint and blow any marauder to “kingdom come.” 


Goodyear Aircraft Corporation plays a pioneet part in the 


effectiveness of these vital defense weapons. 


For them, it developed a guidance system—a brain which 
gives these mechanical robots a pathfinding instinct of 
uncanny accuracy. 

For them, it builds booster cases which give thrust for their 


**hlast-off.” 


For them, it has found new ways to store and actuate thei 
flighty and fantastic fuels—ways which put more punch into 


each pound of propellant. 


For America, the effort spells more security in a time when 


watchful vigilance has become a part of our daily lives. 


GOODZYEAR 
AIRCRAFT 


Dedicated to keeping America first in the air—and to 
the development of countermeasures to defend this 
nation against aggressors. 

THE TAMING OF THE BLUE, For your copy of the 
new illustrated booklet which tells the story of 
Goodyear’s role in aeronautics. write: Goodveat 
Aircraft Corporation, Dept. 931CB, Akron 15. Ohio. 





Mr. and Mrs. Fred H. Billups with their children, 
Betty and Bud: “One trip on the s.s. AMERICA makes 
‘i you eager for more of the same!” Mr. Billups is 
Mr. and Mrs. Stanley Woodward and President of Tropical Gas Company, Incorporated, 
their two cockers on the Unirep States: Miami, Florida. 

“A fine seaworthy ship. We like the way 

she’s run.”” Mr. Woodward is former U.S 


Ambassador to Canada, 


Sta 





Mrs. H. O. H. Frelinghuysen of Wash- 
ington, D. C., with her son, Henry: “Our 
crossing on the Untrep States was the 
shortest 5 days we ever spent—an ideal 
vacation. The food is excellent.” 





a NG igled 


S lings 


to Europe 


Here’s the shining moment a hundred transatlantic crossings 
can’t dim. The band is playing, flags are flying. The blast of that 
incredibly deep-bass whistle lifts you off your feet and starts fireworks of excite- 
ment in your heart. In what seems like seconds, there'll be blue water where 
you see that long white gangplank. You'll be headed for Europe—less 
than 5 unforgettable days away on the UNITED STATES, the world’s 
fastest and most modern liner. On the s.s. AMERICA, too, you'll 
find a happy combination of space and speed, American and 
Continental cuisine, a “Who’s Who” of fellow passengers. 


You'll vacation at sea—arrive rested, relaxed. 


E AFLOAT OR ASHORE 


JLT OUR AUTHORIZED TRAVEL AGENTS OR 


( nited States S ines 


One Broadway, New York 4, N. Y.  Tel.: Digby 4-5800 


S.S.UNITED STATES S.S.AMERICA 
Sails from New York 12 noon, arrives Havre This popular liner sails from | New York to Cobh 
th day, Southampton same in 5'4 days, 644 to Havre, 7 to Southampton, 
18,* Mar. 8,* Mar. 24,* Apr.9,* 8 to Bremerhaven: Mar. 3, Mar. 25, Apr. 15, 
regularly thereafter. First Class May 5 and regularly thereafter. First Class 


thin $220 up; Tourist $165 up. $295 up; Cabin $200 up; Tourist $160 up. 


His Excellency Fernando Berckemeyer, 
Peruvian Ambassador to the United States 
with Senora Berckemeyer: “We've had 
wonderful service on the s.s. UNITED STaTES 

. everyone is so attentive and what’s 


more, enjoys doing things for you.” 


*Also arrives Bremerhaven 6th day 


Also Offices in: Baltimore, Boston, Chicago, Cleveland, Detroit, Los Angeles, Montreal, Norfolk, Philadelphia, St. Louis, San Francisco, Seattle, Toronto, Vancouver, Washington, D, C, 
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We’ve Been Asked: 
GI SCHOOL AID NOW 








® Congress has changed the rules that govern educa- 
tion aid for men who serve in the armed forces. 
Some youths get a break. Others are left out. 


@ Eventually, Congress may provide scholarships for 
all veterans. There’s talk of that approach. 


Is the boy who now enlists or is 
drafted for military service entitled 
to Government education aid after 
he leaves the armed forces? 

No, he is not. For the youth who en- 

tered military service after Jan. 31, 1955, 

there will be no help from the Govern- 

ment in getting an education—unless 

Congress changes present rules. 


Why has this aid been cut off? 
Because President Eisenhower officially 
“< . »” r 

terminated” the Korean war, as of Jan- 
uary 31. GI education aid originally 
was extended to youths whose careers 
were interrupted by war in Korea. 


Is there a chance of a new college- 
aid plan for future veterans? 

Yes. A number of Congressmen are pro- 

posing federal scholarships for youths 

who serve in the armed forces at any 

time. There is nothing definite yet. It’s 

something to watch for, 


But hasn’t Congress just changed 
some rules about GI education? 
Yes. Congress has just given a break to 
boys who entered service just before the 

January 31 deadline. 


These servicemen are getting the fight 
to obtain the full amount of GI college 
aid that has been provided in the past. 
Under original rules, military service 
after January 31 could not be counted 
in computing college aid. Under the 
amendment that Congress has approved, 
every youth who entered the armed 
forces before midnight, January 31, will 
be entitled to 1.5 months of aid for each 
month of service, up to a top of 36 
months of college aid. 


So service after January 31 can soon 
be counted in figuring college aid? 
Yes, but only for those who began ser- 
vice prior to midnight, January 31. “Ser- 
vice,” for draftees and volunteers alike, 
begins when a youth is sworn in. 


Has the new rule been enacted into 
law? 

Congress has put final touches on the 

necessary legislation, and the White 

House has announced that it has no 

objection to the bill. 
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Why is Congress favoring youths 
who got into service before the 
deadline? 

Because Congressmen feel that many 
youths volunteered for service, before 
the deadline, with the understanding 
that they would have a chance to qualify 
for educational benefits. The Congress- 
men believe that it would be a breach 
of faith to deny those youths the same 
amount of aid that had been available 
to men who served earlier. 


Is college aid worth much? 

It’s practically a cash scholarship, The 
youth who takes advantage of it gets a 
cash payment for each month in which 
he’s entitled to aid—$110 a month for a 
single man; $135 for a man with one 
dependent, such as a wife; $160 a month 
where there are two dependents, such as 
a. wife and child, or dependent parents. 
That’s the scale for veterans going to 
school full time. Payments are lower for 
part-time students. 


What about on-job and on-farm 
training? 

Rules for job and farm training are ex- 

actly like those for college training, as to 

who is eligible. But payments differ. 


Is Congress providing new aid for 
veterans already in college? 

No. There is no change in aid available 

to meh already released from service. 


Is service before the Korean war to 
be counted now, in computing col- 
lege aid? 

No. Only that military service occurring 

after June 27, 1950, is considered, in fig- 

uring veterans’ education and _ training 
benefits under the Korean GI Bill of 

Rights. 


How long will education or training 

aid be available to a veteran? 
A youth has to start his educational pro- 
gram within three years after he leaves 
active duty, and it must be completed 
within eight years after his release to 
civilian life. The final deadline for any 
educational benefits under the Korean 
GI Bill of Rights, is to be Jan. 31, 1965, 
under the new rules that Congress is 
offering to veterans 





(Advertisement) 


plant-location 
news 


Need facts on 
buildings or sites? 


Here’ssome plain talk ona rather tricky subject 
—industrial real estate. Our Industrial Loca- 
tion Service doesn’t sell property, but we can 
help you with many of the problems involved 
in locating the right plant, or plant site, for 
your company. What we do is supply confi- 
dential data to suit your needs on available 
sites or buildings anywhere in New York State. 
This comprehensive information is free of 
charge and, even more important, free of 
“boosterism”’! 

We never try to unload real estate just be- 
cause it’s available. Businessmen simply don’t 
go for that kind of promotion. Besides, the 
aim of New York State’s ILS is to find only 
the best locations for industry. We want com- 
panies who’ll stay here for years to come. 
They'll do that only if the location is the best. 
That’s why we supply unbiased data right from 
the beginning. 


We aim to please: with facts 
That’s the kind of thinking behind the ILS 
information service. The way we look at it, 
real property is only one of many considera- 
tions. ILS experts never recommend a site 
without sifting and analyzing all location fac- 
tors in the light of your particular require- 
ments. And they'll never withhold unfavorable 
information. 

Find what you want here 

Let’s get down to cases, and see what kind of 
detailed information ILS offers: 

For suitable buildings, we'll give information on price 
and financing, describe the type and condition of the 
Structure and explain the heating or cooling systems 
You'll also learn about electric installations, sprinklers, 
floor-load capacities, and facilities for handling sewage 
and other waste. Water sources, rail sidings, loading 
docks—any detail you wish, plus photos and plans, can 
be supplied in these reports. 

If no suitable building exists, we'll help you arrange 

to have one built to your specifications. At the same 
time we'll help you secure financing at an annual cost 
you can afford. 
You'll like the way we collect this informa- 
tion. It’s put together without divulging your 
identity, so there’s never the danger of prices 
being jacked up before you're ready to make 
a final choice. 

Other free plant-site services 
Buildings or sites won’t be your only concern 
when you're looking for a new plant location 
But no matter what factors are involved, ILS 
can be of help. Free reports are available on 
transportation, markets, raw materials, labor, 
water, and local laws and regulations—to men- 
tion just a few. 

Our booklet called “Industrial Location 
Services” shows how you can put this valuable 
plant-location data to work. To get your free 
copy, just drop me a card, care of the New 
York State Department of Commerce, Room 
725, 112 State Street, Albany 7, New York. 


Poll E Bare 


Director, Industrial Location Service 
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swith FORMER SOVIET SECRET AGENT 


KHOKHLOV: KNOWS RUSSIA FROM 
INSIDE, TELLS WHAT COMES NEXT 





The new change in the Soviet Government 
has a dangerous significance for the West. It 
means that the aggressive wing of the Com- 
munist Party is back in power. The Soviet Un- 
ion now may push Red China into provoking 
more friction with the United States. 

This is the analysis of a man who knows the 
Soviet regime from the inside. Nikolai E. Khok- 
hlov was in the Soviet Intelligence Service for 





13 years until 1954, when he balked at an 
assignment to supervise a murder and joined 
anti-Communist forces in the West. 

Four weeks ago, in an interview published 
in the January 21 issue of U.S. News & World 
Report, Mr. Khokhlov foretold many of the 
new developments inside the Kremlin. 

In the following interview, he tells what 
he thinks is going to happen now. 








Q Mr. Khokhlov, when we interviewed you here last 
month for the January 21 issue of U. S. News G World Report, 
you really called the turn on what was going on inside 


the Soviet Union. Much of wha* you predicted then has al-- 


ready come to light, with Georgi M. Malenkov forced out of 
the Premiership and the Soviet Government officially an- 
nouncing a return to the policy of stressing heavy industry 
instead of consumer goods. 

Now, what we would like to know is this: What do these 
new developments mean? Do they bring the world nearer 
to war? 

A In my opinion, the new developments in the U.S.S.R. 
represent a victory of a group of Communist Party people 
led by Nikita S. Khrushchev [First Secretary of the Commu- 
nist Party’s Central Committee]. This group believes that the 
interests of world communistic dogma should determine the 
whole internal life of the Soviet Union. That means that the 
private interests of the average Soviet citizen—his food, 
his clothes, his standard of living—should be sacrificed 
to build up the Soviet Union as an armed fortress of 
world Communism, ready to fight and to win the final de- 
cisive clash between the capitalist world and the communistic 
world. 

Actually, this represents a turn back to the ruthless strategy 
of the late Marshal Joseph Stalin—and therefore, of course, 
increases the possibility of a new war. 

Q Do you mean a war between the United States and the 
Soviet Union? 

A Oh, no, not necessarily. Not immediately. I think that 
the Soviet rulers take into account that sooner or later they 
will have to fight. But why should they fight with their own 
hands when they can weaken the U.S. and the prestige of 
the U.S. through the people of China? 
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Q You mean that the Kremlin will try to start a war be- 
tween the U.S. and China? 

A I think that maybe the present Soviet regime is plotting 
to get the U.S. involved in a war with Red China. They will 
try to weaken the force of the United States through this 
war. And, at the same time, they will try to use this war to 
discredit the United States, to compromise the United States 
as an aggressor and in this way to force a split between the 
U.S. and her allies in Western Europe. 

Q How will a war with Red China split the U.S. away 
from her allies? 

A Well, look: Already the Labor leaders in England have 
been convinced that Formosa and the offshore islands are ac- 
tually Chinese territory and that the U.S. is committing an 
aggressive act by interfering in China’s internal affairs. If 
America gets in a war with Red China, the Communists will 
present it as American aggression. 

Q Do the Soviet rulers think the U.S. will use atom bombs 
against Red China? 

A Of course, they are afraid of atom bombs. But I think 
they believe—and I believe, too—that America will not use 
atom bombs against Red China. And Red China will not use 
atom bombs, either. 

Q But what could China do in a war with the U.S.? 

A China can fight. I don’t think they will invade Formosa. 
I don’t know. Maybe the fighting will be not so much in the 
military field as in the diplomatic field, trying to compromise 
the U.S. as an aggressor. And this creation of tension, this 
blackmail of the United States, is, of course, done with the 
approval of Moscow. 

Q So what you are saying is that, with Khrushchev in 
power, the chances of China’s provoking a war are greater 
than with Malenkov in power? 
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Revival of a Ruthless Strategy ... Plan to Push Red China 


Into War With U.S... . Bigger Urge for Revolution in Russia 


A Very much greater. é 

Q How much will the Soviets help the Chinese in case 
of war? 

A That is impossible to say. They will help, but I think 
only with the supply of armament. 

Q Won't the Soviet Union have trouble getting armament 
over to China? They had trouble supplying the Korean war. 

A That is China’s problem. Khrushchev doesn’t care about 
that. 

Q You mean Khrushchev doesn’t care how many Chinese 
are killed to get the U. S. in trouble? 

A You know, China has almost 600 million people. 

Q Then you think that the Soviet Union is behind this 
recent tough attitude of Red China? 

A Yes, of course, at least the Soviet Union is co-operating 
with the Red Chinese. What is going on there now, with 
Formosa, is no doubt a part of a plan very carefully worked 
out between the new Soviet leaders and Mao Tse-tung [Red 
Chinese leader]. 

You remember that last October Khrushchev and the man 
he made the new Premier, Marshal Nikolai A. Bulganin, made 
a visit to Mao Tse-tung in China. I am sure that a kind of 
deal was made then. 

Q What kind of deal? 

A Well, I imagine something of this kind: Khrushchev 
would say: “Listen, Mao, I know you would like to get For- 
mosa. All right, we will support you. Of course, not openly. 
But first we must get rid of this ‘right wing’ of our party in 
the Soviet Union—I mean Malenkov, and his nonsense about 
higher living standards and coexistence.” 

Q And what would Khrushchev get out of such a deal? 

A Khrushchev is now in a position to use Mao and his 
Red Chinese armies in his own long-range program to destroy 
Western unity as a first step toward Soviet world domination. 
And Khrushchev apparently also got Mao’s support in high 
Communist circles for his ambitious plan to push down 
Malenkov. I think Khrushchev bought his victory partly with 
the price of supporting Mao’s dream of expansion. 

As evidence that some such deal was made between 
Khrushchev and Mao, I remind you what happened right 
after this visit of Khrushchev and Bulganin to China in the 
autumn of 1954. Mao immediately opened his campaign 
against the United States by announcing his sensational spy 
charges against 11 American fliers and by aggressive actions 
in the Formosa area. And Khrushchev, at the same time, 
started his open campaign against Malenkov’s group. 

Q How was Khrushchev able to win this fight against 
Malenkov? 

A Maybe one of the main factors which helped Khrushchev 
to victory was the bad internal situation inside the Soviet 
Union. 

Q How bad is the internal situation? 
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A Well, after Stalin’s death, Malenkov’s Government prom- 
ised the people so much for better life. He claimed that now 
life would be all milk and honey. But, instead of getting 
better, things got worse. I know that today even in Moscow 
the average person cannot easily get meat, cereals and other 
elementary food supplies. Especially in the last few weeks the 
food shortage has become a crisis. 

Q But Khrushchev’s heavy-industry policy will not help 
this situation, will it? How could he use this food shortage to 
overcome Malenkov, who was the one who promised to im- 
prove conditions? 

A Well, Khrushchev could say to the Central Committee: 
“So, comrades, what can Malenkov actually do? Can he give 
clothes to the people? No. Can he give food to the people? 
No. But, the worst thing is he cannot even give the people a 

(Continued on next page) 
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... “Khrushchev is not so smart a man as Stalin” 


reason for not having food and clothes. I, at least, with my 
new turn to a world goal higher than daily comforts, can 
give the people a reason why they have to sacrifice.” 

Q Make the people believe that it is more important to 
build arms instead? 

A Yes. That’s the psychology of the whole thing. You will 
see now that the Soviet Union will increase its program of 
hatred against the West. 

Q Why? 

A Because if you must persuade the Soviet citizens to 
sacrifice their living standards, their clothes, their food, their 
cars, to push heavy industry, then you have to convince them 
that there is a danger that makes this sacrifice necessary. 

You must convince the Soviet people that they are one day 
going to have to fight, because the West is an aggressive 
enemy. This is an old trick, one that Stalin has used many 
times. And now, once again, it kas been proven that there is 
only one way to maintain the Soviet system—only one way— 
and this is by using the idea of inevitable conflict between 
the Soviet state and the Western democracies. 

Q But wouldn't it be simpler for the Soviet rulers to win 
the support of the people by giving them a better life? 

A They cannot. By the economic structure of a Commu- 
nist state, it is practically impossible to provide a high level 
of living. 


A REVOLUTION SOONER?— 


Q So now the people are in charge who believe that a 
conflict with the West is inevitable? 

A Yes, Khrushchev is one of those people, and so is Bul- 
ganin. 

Q What kind of a man is Khrushchev? What is his objec- 
tive? 

A I can only read to you a statement that Khrushchev 
made 19 years ago, in 1936. Khrushchev said: “In the Stalin 
epoch, the epoch of victorious socialism, the working class 
under the leadership of our great leader [Stalin] will conduct 
a far-reaching battle for the final victory of Communism and 
for its triumph the world over.” I do not think that Khrush- 
chev has changed his views since then. 

Q So, with Khrushchev now in the saddle, the prospect 
for the Western world is worse? 

A In many ways, yes. But, between us, in one way it is 
actually a very good thing for us. I mean us anti-Communists. 
Because this turning of Khrushchev back to the Stalin policy 
is something that will make a revolution possible much 
sooner. 

It is like an illness. If it stays chronic, then a patient can 
keep alive five or 10 years. He dies very slowly, with much 
suffering. But, with Khrushchey’s policy, this illness in the 
Soviet Union can become acute. 

Q How are the new rulers going to convince the Russian 
people that it is better to have heavy industry and maybe 
war than to have light industry, consumer goods and peace? 

A My own opinion is that it will be very hard to convince 
them. 

Q Do you think thst Khrushchev will start a terror re- 
gime such as Stalin had? 

A He will have to eventually, sooner or later. 

Q Is he as ruthless as Stalin? 

A He tries to be. But Khrushchev is not so smart a man. 

Q Is Khrushchev popular among the people? 


A It is difficult for me to say. But I would say that, if he is 
popular now, he could very soon become unpopular. 

Q Why is that? 

A First, he talks too much. And, when he talks, he does not 
say enough that is worthwhile. He sells himself cheap in his 
speeches. He tries to talk familiarly with the people, and the 
people are very sensitive about that. They will see immedi- 
ately that he is trying to charm them—and in a cheap way. 

And, most important, his program of heavy industry in- 
stead of consumer goods will not find approval among the 
people. ‘ 

Q What about Bulganin, the new Premier? Is he simply 
a stooge for Khrushchev? 

A I don’t think he is only that. But, at the same time, I 
don’t think Bulganin will be his own boss. Of course, he is 
more a figurehead for Khrushchev. 

Q Why did Bulganin become Premier instead of Khrush- 
chev? 

A Because Khrushchev is the First Secretary of the party’s 
Central Committee. If he should also take the place of Pre- 
mier at the same time, there will be raised the question again 
of a dictator. The people will become suspicious. And the 
position of First Secretary of the Central Committee is the 
really powerful position—the one that Stalin used to make 
himself the strong man. So why should Khrushchev take the 
post of Premier himself when he can place his right hand 
there and get the same thing? 

Q So now Khrushchev does not lay himself open to the 
charge of being a dictator? 

A No. But actually he will be dictator. It will be very 
easy for him to exercise his power through Bulganin, because 
Bulganin is a pure professional party man, absolutely indoc- 
trinated the same way as Khrushchev. 

Bulganin is also shortsighted about the future like Khrush- 
chev, blinded in the same way by party dogma. 

Q In most American newspapers, the appointment of Bul- 
ganin as Premier was regarded as a surprise. What do you 
think about it? 

A I think it was not a surprise at all. In my interview with 
your magazine last month I indicated Bulganin as the second 
man in Khrushchev’s group. Bulganin was always devoted 
to the “party dogma” group. Remember, also, that Khrush- 
chev took Bulganin with him on his trip to China last year. It 
was evident that, when Khrushchev’s group should come to 
power, he would make Bulganin one of his first assistants. 


NO MORE POWER FOR ARMY— 


Q Bulganin is a marshal of the Army. Does this mean the 
Army is gaining power in the Soviet Government? 

A One thing I want to make clear: Bulganin doesn’t rep- 
resent the armed forces, as many people seem to believe. 
Bulganin is a marshal. But he is not actually a military man. 
He is a party man, a politician. Actually, he represented the 
party’s Central Committee in the Red Army. 

Q Then the Army is n> more powerful now, under Khrush- 
chev and Bulyanin, than it was under Malenkov? 

A That’s right. 

Q But what about the rise of another military man, Mar- 
shal Georgi K. Zhukov, who has now been made Minister of 
Defense to suceed Bulganin? 

A There are two explanations for this: One is to boost the 
morale of the millions of Soviet soldiers by honoring their 


72 


U. S. NEWS & WORLD REPORT, Feb. 18, 1955 





hero, Zhukov. Another is to have, at this time, when there is 
a possibility of a war or very complicated military operations 
abroad in helping Red China, a proven smart and experienced 
military leader like Zhukov in this important post. 

Zhukov’s appointment gives more evidence that the Soviet 
rulers are taking seriously the eventuality of a war. Zhukov 
was for a long time in disfavor, and he would not be called 
back now if they did not think that his military skill may be 
needed, 

Q Besides Bulganin, who are Khrushchev’s top assistants? 

A I would like to give you a name that has not been much 
mentioned, but who may have played a top role in preparing 
the victory for Khrushchev. This man is Col. Gen. Ivan A. 
Serov. He could now be considered the right hand of Khrush- 
chev because he is the head of the Committee of State 
Security. 


SHIFTS IN SECRET POLICE— 


Q How does this Committee fit into the picture? 

A To explain this, we have to go back to April, 1953, a 
month after Stalin’s death. At this time, power automatically 
came to a group which had the MVD [secret police] in their 
hands. Who were in this group? They were Lavrenti P. 
Beria [the late secret-police chief], Malenkov and other peo- 
ple who belonged to a group which believed in serving the 
Soviet state first instead of sacrificing its interests for the 
dogma of world Communism. This group was willing even 
to accept coexistence. 

Q This group was opposed to Khrushchev’s theories of 
party interests first? 

A Yes, and the most dangerous man of this group, for 
Khrushchev, was Beria. So Khrushchev plotted against Beria, 
and he got him, through Malenkov. Khrushchev forced Ma- 
lenkov to betray his former friend. Maybe hg did it by black- 
mailing him with a fact that few people in the West know. 
This fact is that in the 1930s, when the bloody purge of the 
Communist Party was going on, three men were in charge 
of that purge. These men were Yezhov [the late Nicholas 
Yezhov, former secret-police head], Andrei Vishinsky [the 
late Soviet Representative in the United Nations] and 
Malenkov. 

Beria himself made a mistake, in 1953, by openly accusing 
some MVD employes of using the same illegal methods of 
torture and terror against innocent men that were used by 
these three purge leaders. So Malenkov had no choice. Beria 
was arrested and shot. 

In the meantime, Khrushchev succeeded in using the dis- 
crediting of the MVD to create a parallel secret-police or- 
ganization called the Committee for State Security, headed 
by Serov. This Committee was directly under the contro] of 
the Central Commiitee, which Khrushchev headed as First 
Secretary. 

Q How did this Committee help to unseat Malenkov? 

A Khrushchev filled the Committee for State Security 
with men who shared his beliefs, including Serov. And he 
used this Committee to infiltrate the governments of the 
various republics of the Soviet Union. First he did this ille- 
gally. Then, in August, 1954, he got official permission to put 
a representative of the Committee in the government of every 
republic. Thus, Khrushchev got his own agents in all these 
governments. He got his own secret-police force, and his 
power spread day by day. 
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. -» “Molotov is in a bad situation—is trying to save his skin” 


When time came to move against Malenkov, this secret- 
police force was a great help. And that is why Serov, who 
heads this secret-police organization, is now an important 
figure in the new regime. 

Q What happens now to Malenkov? 

A What they did to Malenkov shows how the methods of 
liquidating political enemies in the Soviet Union have 
changed. Twenty years ago, political enemies were tried 
and shot. This time it was enough for Malenkov simply to 
step aside, to step down into a lower job. 

Q Why this change in handling “has-beens”? 

A Because what happened in the Beria case has taught 
Soviet rulers that they cannot afford to discredit high off- 
cials too much immediately. They remember that the down- 
fall of Beria did great harm to the prestige of the Soviet 
Government, and weakened the control of the police. 

Q How does the change in the Kremlin affect Molotov, the 
Soviet Foreign Minister? 

A I would say that Molotov is in a bad situation, because 
he was always identified with Malenkov. But Molotov is a 
diplomat, not only abroad but at home, too. And, now that 
Bulganin has taken the place of Malenkov, Molotov claims 
to be a personal friend of Bulganin. Molotov is trying to save 
his skin. And he is very skillful at this. 

Immediately after Bulganin became Premier, Molotov made 
a speech about Soviet foreign policy. And he said something 
that, at first glance, looked very strange. He said that in a 
future war all humanity will not perish, but only the ruling 
circles of the capitalistic world. This was in sharp contradic- 
tion to the warnings of Malenkov that an atomic war would 
mean the end of civilization. 

Why did Molotov change the picture of an atomic war that 
is presented to the Soviet people? I guess for the reason to 
relax the Soviet people and prepare them for the possibility 
of a war between U. S. and Red China. 

This is another proof that the Soviet Union will support 
such a war. 


SIGNS OF WAR PREPARATION— 


Q Do you see any other signs that the Soviet Union is 
preparing for a war? 

A Yes, many signs. I will mention, for instance, the new 
increase of 12 per cent in the Soviet military budget, the 
sudden raising of the amounts of forced state “loans” exacted 
from the Soviet people, and the long inspection trip that 
Khrushchev and Bulganin made last autumn along the Soviet 
Union’s Far Eastern borders, where the military aid to China 
would have to go through. 

Also, Khrushchev is urging the Soviet people to increase 
their birth rate. And I think that the aim of his program of 
sending thousands of youths into Siberia is not only to de- 
velop new farm land. He hopes that these youths, separated 
from their families and raised under sharp party control and 
education, will provide in Siberia a reservoir of fanatical 
young soldiers. 

Q You said a while ago that now, under Khrushchev, the 
possibility is that a revolution may come sooner inside the 
Soviet Union. How could such a revolution come about? 

A Well, you can call it revolution or an uprising. I prefer 
to call it the overthrow of the Soviet regime by the force of 
the enslaved peoples. 

(Continued on next page) 
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. . “West can win ‘cold war’ now without a shooting war” 


Here we have to take into account the recent turn back to 
Stalin strategy—cannons instead of butter—and preparation 
for the final decisive fight against the capitalistic world. This 
strategy will not be approved at all by the common people 
in the Soviet area. 

Q But do these enslaved peoples have the power to do 
anything against the regime? 

A Some people in the West talk, mistakenly, about the 
Red Army as a force in the Soviet Government. Actually, the 
Red Army is a force, but not the way that these people think. 
The leading circles in the Red Army do not have any power 
against the party. But the millions of soldiers, common people 
with weapons in their hands, could be a main factor in the 
future overthrow of the Soviet system. 

The Army is actually a reservoir for revolutionary forces. 
They will decide one day the success of the uprising of the 
enslaved people. 


HOW TO STIR UP REVOLT— 


Q Then, you do think that sometime the people will rise 
up? 

A I firmly believe that one day it will happen. It may be 
very soon. 

Q How can they do it? 

A There is a clear but complicated answer to that ques- 
tion. It would take an entire article to explain it. Such an 
article might be entitled, “No War Needed to Win a War.” 
Because you, the West, can win the “cold war” now without 
a shooting war—no atomic bombs, but no surrender, either. 
There is another way—a way that makes much more sense. 

Q What is this other way? 

A Support of the underground movement in the enslaved 
countries, including Russia. 

Q You mean, to foment subversive activities inside the 
Soviet Union and its satellite countries? 

A Well, first you should make clear to the enslaved peoples 
that you really understand their burden, that you believe in 
their opposition to the inhuman system they live under, and 
that you sympathize with them. 

Then, maybe, you should make clear a sharp difference 
between the Soviet Government and the people that it en- 
slaves. Western people should understand that the vast ma- 
jority of the people behind the Iron Curtain are opposed to 
the Communist regime—and this applies to the Russian peo- 
ple, too. There are many people in Russia who have sacri- 
ficed their lives in fighting against the system. Remember, 
there are 13 million people in concentration camps in Siberia. 
Millions in Russia have been killed.’ 

Millions of other Russians also have realized now what the 
Soviet system means. Recognize them as your allies, which 
they actually are, and you will save humanity from another 
atomic war. 

Q What effect is the new change in Soviet leadership going 
to have on the Communist satellite countries? Do you think 
it is going to be tougher for the satellites now? Or easier? 

A Not easier. And the prestige of the Soviet Government 
will fall once more among the satellites. 

Q What do you think is going to become of Marshal Tito 
of Yugoslavia? 

A Here we must remember the little-known fact that 
Malenkov was the man who helped Tito-to become head of 
the Yugoslav Communists. He nominated Tito to Stalin. And, 


besides this, the tolerant viewpoint of Malenkov toward co- 
existence and independent activity of Communist parties 
abroad fitted very well with Tito’s personal ambitions. So 
Tito was a supporter of Malenkov’s group. Now, Moscow’s 
relations with Tito should be worse. 

Q Tito has been veering a little bit back toward Moscow 
lately. Will he come back toward the West now? 

A It is difficult for me to say because I don’t know the 
West's exact relationship with Tito. Of course, Tito would 
like to have good friends, but, in the end, he is a Communist 
above all. 

Q What is the significance of the recent resignation of 
Anastas I. Mikoyan as minister in charge of food supplies in 
Malenkov’s Government and his later appointment as Deputy 
Premier to Bulganin? 

A What happened to Mikoyan is not absolutely clear to 
me. Mikoyan actually always was in the group of Malenkov. 
But I think it was not by chance that Khrushchev took Miko- 
yan along with Bulganin on that trip to China last autumn. 
My guess is that Khrushchev wanted to get Mikoyan into his 
own camp because Mikoyan’s name is very popular in the 
Soviet Union. For a long time, Mikoyan was actually the boss 
of the daily bread eaten by the average Soviet citizen. His 
name was associated with food. Moscow’s biggest meat-pack- 
ing plant is named after him. 

Perhaps on this same trip to China Mikoyan refused to 
support completely Khrushchev’s viewpoint. And, for this 
reason, immediately when Khrushchev began to gain final 
power, Mikoyan was forced to resign. 

Apparently, after this, Mikoyan made a kind of deal with 
Khrushchev’s group and got for this the very high-sounding 
but actually not-so-important post as Bulganin’s Deputy. 


WHO RULES RUSSIA NOW— 


Q Now can you define for us just who is in the present 
ruling group headed by Khrushchev? 

A I think in this group we could name the veterans of the 
“party dogma” line, as for instance, these names: 

Khrushchev, Bulganin, Serov, Marshal Ivan Konev, Nikolai 
Voznesensky, onetime head of the planning committee of 
the Soviet Government, Marshal Alexander M. Vasilevsky, 
General Moskalenko, chief of the Moscow garrison, Semyon 
D. Ignatiev, onetime boss of the MVD, and, of course, 
many others. 

Q How about Sergei Kuglov, the present head of the 
MVD? 

A I told already how Khrushchev created his own secret- 
police force. Actually, today in the Soviet Union there are 
two organizations with the job of secret police. Well, logical- 
ly, the MVD and Kuglov now should be pushed down to 
make place for complete control of internal Soviet life 
by the new KGB (Committee for State Security) headed by 
Serov. 

Q What about Klementi E. Voroshilov? He’s the Presi- 
dent of the Supreme Soviet. How does he fit in? 

A Oh, he doesn’t matter much. He is an old jovial bon 
vivant who always goes with the group in power. 


For excerpts from a speech in Peiping last autumn by 
Nikita Khrushchev, Russia’s Communist Party boss, in which 
he urged China to challenge the United States, see “U.S. 
News & World Report’ for Feb. 4, 1955, page 63. 
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What Reds’ New Bosses Say of U.S. 


Khrushchev: “Good People” . . . Zhukov: “Hope to Visit” 


The quotations that follow are from the Zhukov and 
Khrushchev interviews, world copyright by International 
News Service: 

Marshal Zhukov on President Eisenhower: “In 
1945 I had a talk with General Eisenhower before he 
left Germany for the United States. 

“We exchanged best wishes and General Eisen- 
hower said the United States would never attack the 
Soviet Union. I said the Soviet Union would never 
attack the United States. I consider I was not wrong in 
what +I said and I hope General Eisenhower was right 
in what he said.” 

On visiting the U. S.: “I was invited twice by Gen- 
eral Eisenhower to visit the United States. I was very 
grateful for those invitations. It has always been my 
dream to visit the United States. . . . 

“I fear that relations between our two countries now 
are not quite suitable for such a visit, but I certainly 
hope to go someday.” 

On nuclear weapons: “. . . We must prohibit the 
use of these weapons. We must do so in the interest of 
humanity.” 

On U. S.-Soviet relations: “You are bound to justify 
your point of view. We are bound to justify ours. We 
must not simply look for justification of our respective 
viewpoints. We must try to make a new war impos- 
sible.” 

On the future: “I know our relations will get better. 
Then I hope to be able to visit the United States.” 


Nikita Khrushchev on America: “There are a 
great many good things in America which merit our 
copying. And I think Americans could find many good 
things in the U.S.S.R. 

“That refers not only to agriculture but to industry 
and other fields as well. In those fields, too, there are a 
great many things in America that merit our copying.” 

On the Formosa crisis: “We are interested in peace 
and we are prepared to do what we can to find a solu- 
tion to this issue and prevent the conflict from develop- 
ing into war. 

“If America shows common sense—and I have no 
doubt about the common sense of China—I believe 
that with the participation of other countries interested 
in peace it may yet be possible to avert war.” 

On the Korean war: “Interference did not serve to 
enhance the ‘prestige of the U.S. It is well the end 


has come to that war and that the fire was put out. 

“We do not want a fire to start anywhere else.” 

On the arms build-up: “You believe that we are to 
blame and we believe you are to blame for these con- 
ditions because you are establishing bases around our 
territory and trying to talk from positions of strength. 

“It is a concept proclaimed by [British Prime Minister 
Sir Winston] Churchill and repeated by [U.S. Secre- 
tary of State John Foster] Dulles and others. 

“I believe the production of guns or atomic bombs 
is the result of abnormal relations that have developed 
and I must say that they do not form the wealth of the 
countries.” 

On the balance of power: “We do not believe it 
would be right for us to be stronger than America or 
the bloc America has formed. 

“We recognize that each nation has the right to think 
of its security and build up its forces in order to guar- 
antee that security. 

“That might be termed balance of power and I 
should think that the conception is more or less correct. 
But Churchill and Dulles have put out the concept of 
positions of strength and not balance of power. 

“That means that one position should be stronger 
than another and that one of the parties forms positions 
of strength in order to enforce its will on the other 
side by constantly developing and building up its 
forces, and that would simply raise the temperature. 

“I believe this is a vicious kind of policy because 
within it there always is the possibility of a showdown 
through war.” 

On U. S.-Soviet relations: “America is a good coun- 
try with good people and we want nothing from theni. 

“On the other hand, is there anything America wants 
from Russia? 

“It is impossible to get anything from the U.S.S.R. 
by blackmail or through threats. If it is possible to get 
something from us, it can be done by trade and normal 
relations. 

“We should seek to develop normal, businesslike 
trade relations so that in time they might be strength- 
ened and transformed into friendly relations. 

“A conflict of any kind is certainly not in the interest 
of our nations.” 


What President Eisenhower said about Marshal 
Zhukov, Page 88. 
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THE FIZZLE IN EAST-WEST TRADE 


Reds Are Long on Talk, Short on Performance 


The big markets offered the 
free world by the Communists 
dry up fast when it gets down 
to doing business with them. 

Despite all the talk, East-West 
trade is still just that—mostly 
talk. Idea that there are Iron 
Curtain buyers for everything 
anybody wants to sell is turning 
out to be a myth. 

Trade across the curtain is only 
2 per cent of world total. 


LONDON 

The long-talked-about boom in 
Western trade with the Communist 
world turns out to be a dud, now that 
the figures are coming in. The idea 
that Russia and her satellites offer big, 
attractive markets for the products of 
the West isn't being borne out by the 
facts. 

Changes in the free world’s embargo 
list last August theoretically made it 
possible for Communist countries to buy 
about 40 per cent of the commod- 
ities once denied them as “strate- 


wire. But, otherwise, they have signed 
few new contracts. 

The big problem the Communists face 
is how to boost their own sales abroad 
so they can pay for the goods they want. 
They would like to sell machinery, ve- 
hicles and other manufactured goods. 
But now that Western Europe is boom- 
ing, their sales difficulties are increasing. 
Competition is stiff. Soviet goods—often 
overpriced and shoddy—no longer are 
needed in the West. 

In addition, Communist trading prac- 
tices get in the way of business. Western 
businessmen, trying to come to terms 
with potential customers in Eastern Eu- 
rope, have to deal with huge government 
monopolies operating on rigid plans. 
They run into long arguments over such 
things as prices and delivery dates 

Germany. Some West German busi- 
nessmen who recently visited Moscow 
on a selling trip returned without orders. 
The trouble was that Soviet officials, 
when it got down to cases, could offer 
nothing to trade in exchange for the 
German products they wanted to buy 
The Germans have had similar experi- 
ences trying to develop the China market 

Italy. Sales by Italy to the Commu- 
nist countries, including China, are run- 


ning at a rate almost 10 per cent higher 
than a year ago. Still, the total value 
amounts to only 4 per cent of Italy's 
export business. 

Most Italian sales to the Soviet bloc 
consist of machinery, textiles, chemicals 
and citrus fruit. In the machinery and 
metals fields, which have always been 
high-cost industries in Italy, the Commu- 
nists are the country’s primary market 
because up until now they have been 
willing to pay the high prices asked. 

Nevertheless, Italian trade with the 
Communists is falling short of targets 
Italian negotiators are in Moscow talking 
about contracts now, but no deals have 
been signed. 

Britain. So far as can be judged in 
Britain, there is a pickup in the prospect 
of sending the Communists more of the 
goods they want, but actual deliveries 
still seem to be fairly moderate. Russia in 
the last year has placed orders for 20 fish- 
ing trawlers that will cost 17 million dol- 
lars, but it will take the British years to 
deliver these vessels. In terms of money, 
shipments by Britain to Russia in 1954 
were about the same as the year before. 

Far East. On the other side of the . 
world, there has been a spotty—but cer- 
tainly not sensational—rise in trade among 
the Asian countries with Commu- 
nist China. With the exception of 





gic.” Immediately there was a rash 
of rumors that Communist buyers 
were snapping up goods in the West. 

Now, after six months, however, 
it is possible to see what actually 
has happened. A 15-nation com- 
mittee of trade experts in Paris can 
detect no significant boost in Com 
munist buying. U.S. official figures 
show that East-West trade still ac- 
counts for only 2 per cent of the 
world total. The vast market dan- 
gled before the free world as bait 
by the Communists vanishes when 
it comes right down to the business 
of buying and selling. 

Instead, the Communists are 
having trouble paying for the little 
they do get out of the West. East- 
ern Europe hasn’t found a way to 
increase its own exports enough to 
pay for its purchases 

Few contracts. All that has hap- 
pened so far is that the Russians 
have talked of placing large orders 
for such things as British machine 
tools and industrial equipment. 
They have bought some copper 
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Hesse in the St. Louis Globe-Democrat 


“AN OPENING IN THE IRON CURTAIN” 
Not much goes through it 


rubber from Ceylon, very little of 
this trade is in strategic goods. 

Asians run into the same troubles 
the Europeans encounter in deal- 
ing with the Communists. Both 
Russia and China eagerly sign 
trade agreements. The agreements 
generate a lot of enthusiasm when 
signed, but the final performance 
rarely lives up to the promise. 

Reports persist that a big volume 
of contraband shipments in stra- 
tegic materials is finding its way 
into the Soviet world—but the Al- 
lied trade experts stationed in Paris 
can find no evidence of it. Actu- 
ally, they say, controls are working 
more effectively now than before 
the embargo list was revised. 

As a result, Western intelligence 
agents who specialize in economic 
affairs say that the volume of un- 
derground trade in strategic goods 
has fallen off substantially since 
last August. And the vast legitimate 
markets the Communists keep talk- 
ing about have so far failed to ma- 
terialize. 
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...at heart, a source of tremendous power’’. . . 
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Employers Mutuals of Wausau are 


Mr. 
personality’’— people who go out of 
their way to do a job right. You'll 
find this spirit very much in evi- 
dence in talking with the folks of 
Employers Mutuals in any of our 


Ingersoll tells of a ‘‘Wausau 


89 offices. 

Our specialty is workmen's com- 
pensation insurance. Here, par- 
ticularly, you'll appreciate the 
“Wausau way.” It means a claim 


“good people to do business with” 


service unexcelled for speed and 
fairness. And an accident preven- 
tion program that can reduce not 
only your insurance costs but oper- 
ating costs as well. In every case you 
deal directly with our field people. 

Talk it over with a Wausau man. 
We fire and 


write all lines of 


casualty insurance—including, of 


course, automobile. Phone our local 
office, or write to us in Wausau. 


Employers Mutuals of Wausau # 


The story of the world’s hardest working river 
—and a new venture—in Wausau, Wisconsin 
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Wausau 
Story 


by ROY C. INGERSOLL, 
President, the Borg-Warner Corporation 


i stoop there on the banks of the river 
...the Wisconsin. Just a few miles 
back it is quiet and peaceful, supplying 
pleasure for northern fishermen. But 
around a bend or two it becomes, as they 
say, the world’s hardest working river, 
supplying power for all Wausau industry. 
“T couldn’t help thinking that Wausau 
is like its river. Outwardly serene. But, at 
heart, a source of tremendous power. 


Mr. 


and 


At Borg-Warner’s Wausau plant .. . 
Ingersoll, Plant Manager Zimmer (left 
J. H. Ingersoll. (Back) John Papa 


“Our company recently established in 
Wausau a new plant which makes turrets 
for amphibious tanks. Why Wausau? Its 
location is part of it, of course. There aren’t 
many places where you can look out of a 
factory window and see deer munching 
grass in a deer grove across the way! 

“But there is something else in Wausau 
we like even more, Wausau people. People 
who come to work expecting to stay until 
the job is finished. People who, to make 
our venture a success, worked overtime, 
even when all the equipment wasn’t there. 
You hear about the American way of busi- 
ness. It’s folks like those in Wausau—busi- 
nessmen and workmen—who make it that 
way. Good people to have working for 
you. Good people to do business with.’ 
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HOW IKE WOULD AID SCHOOLS 


Three Plans to Help With Building 


Following is full text of a message sent to Congress by 
President Eisenhower on Feb. 8, 1955: 


To THE CONGRESS OF THE UNITED STATES: 

For the consideration of the Congress, I herewith propose 
a plan of federal co-operation with the States, designed to 
give our school children as quickly as possible the classrooms 
they must have. 

Because of the magnitude of the job, but more fundamen- 
tally because of the undeniable importance of free education 
to a free way of life, the means we take to provide our chil- 
dren with proper classrooms must be weighed most carefully. 
The phrase “free education” is a deliberate choice. For unless 
education continues to be free—free in its response to local 
community needs, free from any suggestion of political domi- 
nation, and free from impediments to the pursuit of knowl- 
edge by teachers and students—it will cease to serve the pur- 
poses of free men. 


State and Local Responsibility 
For Education 


A distinguishing characteristic of our nation—and a great 
strength—is the development of our institutions within the 
concept of individual worth and dignity. Our schools are 
among’ the guardians of that principle. Consequently—and 
deliberately—their control and support throughout our history 
have been—and are—a State and local responsibility. 

The American idea of universal public education was 
conceived as necessary in a society dedicated to the prin- 
ciples of individual freedom, equality, and self-government. 
A necessary corollary is that public schools must always 
reflect the character and aspirations of the people of the 
community. 

Thus was established a fundamental element of the Ameri- 
can public-school system—local direction by boards of educa- 
tion responsible immediately to the parents of children and 
the other citizens of the community. Diffusion of authority 
among tens of thousands of school districts is a safeguard 
against centralized control and abuse of the educational sys- 
tem that must be maintained. We believe that to take away 
the responsibility of communities and States in educating our 
children is to undermine not only a basic element of our 
freedom but a basic right of our citizens. 

The legislative proposals submitted to the last Congress 
were offered by the Administration in the earnest convic- 
tion that education must always be close to the people; 
in the belief that a careful reassessment by the people 
themselves of the problems of education is necessary; and 
with a realization of the growing financial difficulties that 
school districts face. To encourage a nation-wide examina- 
tion of our schools, the 83d Congress authorized funds for 
conferences on education in the 48 States and the Terri- 
tories and for a White House Conference to be held in No- 
vember this year. 


The Current Problem 
These are the facts of the classroom shortage: 
The latest information submitted by the States to the Office 
of Education indicates that there is a deficit of more than 
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80,000 classrooms, a legacy—in part—of the years of war and 
defense mobilization when construction had to be curtailed. 
In addition, to keep up with mounting enrollments, the 
nation must build at least 50,000 new elementary and high- 
school classrooms yearly. It must also replace the thousands 
of classrooms which become unsafe or otherwise unusable 
each year. 

During the current school year, about 60,000. new class- 
rooms are being built. Capital outlays for public-school con- 
struction will reach an all-time high of 2 billion dollars this 
year. During the last five years, new construction costing over 
7 billion dollars has provided new classrooms for 6,750,000 
pupils in our public schools. During that time more than 5% 
million additional children enrolled in school. Thus the rate 
of construction has more than kept pace with mounting en- 
rollment. But it has only slightly reduced the total class- 
room deficit. 

As a consequence, millions of children still attend schools 
which are unsafe or which permit learing only part-time or 
under conditions of serious overcrowding. To build satisfac- 
tory classrooms for all our children, the current rate of school 
building must be multiplied sharply and this increase must 
be sustained. 

Fundamentally, the remedy lies with the States and their 
communities. But the present shortage requires immediate 
and effective action that will produce more rapid results. 
Unless the Federal Government steps forward to join with 
the States and communities, this emergency situation will 
continue. 

Therefore—for the purpose of meeting the emergency only 
and pending the results of the nation-wide conferences—I 
propose a broad effort: to widen the accepted channels of 
financing school construction and to increase materially the 
flow of private lending through them—without interference 
with the responsibility of State and local school systems. 
Over the next three years, this proposed effort envisages a 
total of 7 billion dollars put to work building badly needed 
new schools—in addition to construction expenditures outside 
these proposals. 


The Recommendations 


1. Bond purchases by the Federal Government 

The first recommendation is directed at action—effective 
as rapidly as school districts can offer bonds to the public 
for sale. 

I recommend that legislation be enacted authorizing the 
Federal Government, co-operating with the several States, to 
purchase school bonds issued by local communities which are 
handicapped in selling bonds at a reasonable interest rate. 
This proposal is sound educationally and economically. It 
will help build schools. 

To carry out this proposal, I recommend that the Congress 
authorize the appropriation of 750 million dollars for use 
over the next three years. 

2. State school-building agencies 

Many school districts cannot borrow to build schools be- 
cause of restrictive debt limits. They need some other form 
of financing. Therefore, the second proposal is designed to 
facilitate immediate construction of schools without local 
borrowing by the school district. 
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To expand school construction, several States have already 
created special State-wide school-building agencies, These 
can borrow advantageously, since they represent the com- 
bined credit of many communities. After building schools, 
the agency rents them to school districts. The local com- 
munity under its lease gets a new school without bor- 
rowing. 

I now propose the wider adoption of this tested method of 
accelerating school construction. Under this proposal, the 
Federal Government would share with the States in estab- 
lishing and maintaining for State school-building agencies an 
initial reserve fund equal to one year’s payment on principal 
and interest. 

The State school-building agency—working in co-operation 
with the State educational officials—would issue its bonds 
through the customary investment channels, then build 
schools for lease to local school districts. Rentals would be 
sufficient to cover the payments on principal and interest of 
the bonds outstanding; a payment to a supplemental reserve 
fund; and a proportionate share of the administrative ex- 
penses of the State school-building agency. In time, the pay- 
ments to the reserve fund would permit repayment of the 
initial federal and State advances. When all its financial obli- 
gations to the agency are met, the local school district takes 
title to its building. 

[ recommend that the Congress authorize the necessary 
federal participation to put this plan into effect so that State 
building agencies may be in a position to issue bonds in the 
next three years which will build 6 billion dollars’ worth of 
new schools. 

3. Grants for school districts with proved need and lack of 
local income 

My first message to the Congress on the state of the 
union stated the view that “the firm conditions of federal 
aid must be proved need and proved lack of local in- 
come.” In my judgment, any sound program of grants must 
adhere to this principle. Some school districts meet the 
conditions. In them the amount of taxable property and 
local income is so low as to make it impossible for the dis- 
trict either to repay borrowed money or rent a satisfactory 
school building. 

I now propose a program of grants-in-aid directed clearly 
and specifically at the urgent situations in which the Federal 
Government can justifiably share direct construction costs 
without undermining State and local responsibility. Under 
this proposal the Federal Government would share with the 
States part of the cost of building schools in districts where 
one of the following conditions is met: 


(a) The school district, if it has not reached its legal 
bonding limit, cannot sell its bonds to the Federal Gov- 
ernment under proposal | because it cannot pay interest 
and principal charges on the total construction costs. 

(b) The school district, if it has reached its legal 
bonding limit, is unable to pay the rent needed to obtain 
a school from a State agency on a lease-purchase basis, 
as described in proposal 2. 


The State would certify the school district’s inability to 
finance the total construction cost through borrowing or a 
rental arrangement. It would also certify that the new school 
is needed to relieve extreme overcrowding, double shifts, or 
hazardous or unhealthful conditions. 

The federal and State aid would be in an amount sufficient 
for a school district to qualify under either proposal 1 or pro- 
posal 2 for financing the remainder of the building costs. The 
requirement that federal funds be matched with State-appro- 
priated funds is an essential safeguard to preservation of the 
proper spheres of local, State and federal responsibility in the 
field of public education. 
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By authorizing this program of joint federal-State aid to 
supplement the financing plans set forth in proposals 1 and 
2, a workable way will be provided for every community in 
the nation to construct classrooms for its children. I recom- 
mend that the Congress authorize the appropriation of 200 
million dollars for a three-year program. 

4. Grants for administrative costs of State programs 

In addition to immediate school construction, the nation 
needs to plan sound long-term financing of the public schools 
free from obsolete restrictions. Our State conferences on edu- 
cation will help accomplish this. Out of these meetings of 
parents, teachers and public-spirited citizens can come last- 
ing solutions to such underlying problems as more efficient 
school districting and the modification of unduly restrictive 
local debt limits. 

The Federal Government, having helped sponsor the State 
conferences on education, should now move to help the 
States in carrying out such recommendations as may be made. 
I propose, therefore, that the Federal Government furnish 
one half of the administrative costs of State programs which 
are designed to overcome obstacles to local financing or to 
provide additional State aid to local school districts. 

For this purpose I recommend a total authorization of 20 
million dollars with an appropriation of 5 million dollars for 
the first year of a three-year period. 


This program is sound and equitable. It accelerates con- 
struction of classrooms within the traditional framework of 
local responsibility for our schools. It does not preclude other 
proposals for long-range solutions which undoubtedly will 
grow out of the State conferences and the White House Con- 
ference on Education. 


Conclusion 


The best possible education for all our young people is 
a fixed objective of the American nation. The four-point 
program, herein outlined, would help provide proper phys- 
ical housing for the achievement of this objective. But 
the finest buildings, of themselves, are no assurance that 
the pupils who use them are each day better fitted to 
shoulder the responsibilities, to meet the opportunities, 
to enjoy the rewards that one day will be their lot as 
American citizens. 

Good teaching and good teachers made even the one-room 
crossroads schools of the nineteenth century a rich source 
of the knowledgé and enthusiasm and patriotism, joined 
with spiritual wisdom, that mark a vigorously dynamic 
people. Today, the professional quality of American teach- 
ing is better than ever. But too many teachers are under- 
paid and overworked, and, in consequence, too few young 
men and women join their ranks. Here is a shortage, less 
obvious but ultimately more dangerous, than the class- 
room shortage. 

The conferences now under way and the massive school- 
building program here proposed will, I believe, arouse the 
American people to a community effort for schools and a 
community concern for education, unparalleled in our his- 
tory. Taken together, they will serve to advance the teaching 
profession to the position it should enjoy. 

Federal aid in a form that tends to lead to federal control 
of our schools could cripple education for freedom. In no 
form can it ever approach the mighty effectiveness of an 
aroused people. But federal leadership can stir America to 
national action. 

Then the nation’s objective of the best possible education 
for all our young people will be achieved. 

Dwicut D. EIsENHOWER 
The White House, 
Feb. 8, 1955. 





It’s easy to make a 
thorough inspection 


of any plant location 


South 
Carolina 


Besides furnishing complete fac- 
tual data on your site in South 
Carolina, the State Development 
Board will take you, personally if 
you wish, to inspect sites under 
construction. Through its com- 
munity contacts, the Board will 
acquaint you with the community 
facilities and leaders; or if desired, 
your identity will remain un- 
disclosed 


Providing assistance to new 
industry is a primary job of the 
State Development Board. In 
addition to factual information, 
the Board offers other personal 
services to help prospective plants 
locate favorably. 


All replies in strict confidence, 
of course. 


Write, wire or telephone LD 94 today. 
State Development Board 
Dept. US-2 
Columbia, South Carolina 


NTINUING 
° assistA 


Carolina 


STATE DEVELOPMENT BOARD 
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What you as a businessman 
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CAN and CANNOT do 
and administrative decisions: 





CAPITAL GAIN. You can, as a cat- 

tle farmer, treat as a, capital gain 
your profit from the auction sale of your 
top breeding animals at fairs and exhibi- 
tions. This income tax treatment of such 
gains is approved by the U. S. Tax Court. 


* * 


TAFT-HARTLEY LAW. You can 

probably count on the National La- 
bor Relations Board to throw out 
charges of a union if an officer of the 
union says that his non-Communist affi- 
davit was false. The Labor Board finds 
that a union official’s admission in a 
union paper that his affidavit was untrue 
deprives that union of the right to ap- 
pear before the Board. 


* * * 


TRADE RULES. You can, as a man- 

ufacturer charged by the Federal 
Trade Commission with entering into 
unlawful exclusive-dealing —_ contracts, 
compel your suppliers to produce records 
showing your relative position among 
the suppliers’ customers. In this ruling, 
however, FTC says the suppliers need 
not disclose their customers’ names or 
volume of business. 


* a 


ADMISSIONS TAX. You can, as 

operator of an advertising agency 
for booklets containing free passes to 
places of entertainment, forget about 
collecting an admissions tax on money 
paid to you. The Internal Revenue Serv- 
ice rules that no part of such amounts 
paid to an advertising agency is subject 
to this tax. 


* 


ALUMINUM. You can look for the 

Government to take less of the coun- 
trys output of aluminum in the second 
quarter of 1955. The Business and De- 
fense Services Administration tells alu- 
minum producers to set aside for the 
Defense Department and the Atomic 
Energy Commission 135 million pounds 
of the metal in the second quarter, 5 
million pounds less than during the pres- 
ent quarter. This does not include alu- 
minum for the Government's stockpile. 


COLLECTIVE BARGAINING. You 

cannot refuse to negotiate with the 
bargaining union in your plant just be- 
cause a majority of the empleyes with- 
draw their authorizations for deduction 
of union dues from their pay. In this rul- 
ing NLRB says the illegality of the em- 
ployer’s action was emphasized when he 
solicited and aided employes in with- 
drawal of their authorizations. 


* * * 


NLRB JURISDICTION. You cannot 

expect to escape jurisdiction of the 
Labor Board if your retail auto agency 
has out-of-State shipments worth more 
than $100,000 a year. This jurisdictional 
test is set up by an NLRB ruling. 


* * * 


INCOME TAX. You cannot treat as 

a capital gain your profit realized by 
liquidating your rental housing through 
your firm’s sales department, which con- 
ducted an active sales effort. The U.S. 
Tax Court rules this gain is taxable as 
ordinary income. 


*% * % 


TAX DEDUCTION. You cannot take 

an income tax deduction for the cost 
of maintaining your hearing aid even if 
the aid is essential for your business ac- 
tivities. The Tax Court holds that this 
cost is a nondeductible personal expense. 


¥ 


COPPER EXPORTS. You cannot be 

sure of getting permission to export 
refined copper of domestic origin. Tight- 
ening up on shipments abroad, the Bu- 
reau of Foreign Commerce says export of 
this metal in refined form is approved if 
its origin is foreign, but not if it origi- 
nated in the U.S. 


% % 


FTC ORDER. You cannot always 

count on a stay of a cease and desist 
order of the Federal Trade Commission 
just because you win the right from a 
court of appeals to present new evidence. 
A court of appeals rules that obtaining 
such a right does not automatically stay 
the original FTC order. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government Bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U.S. News & Worip 
Report, on written request, will refer interested readers to sources of this basic material. 
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RVOISIER 


COGNAC 


Napoleon chose Courvoisier—and down through history Courvoisier 
has been the choice of those who could command the finest 

It is the traditionally correct cognac — unchanging in quality 
—matchless in flavour and aroma. 

Illustrated is Courvoisier V.S.O.P. Brand Cognac Fine Champagne 

in the distinguished Josephine bottle. Also available in all liquor 
stores—in the familiar tall bottle—is the popular Courvoisier 
a THREE STAR, the recognized standard of quality. 
~ ’ Imported by W. A. TAYLOR & COMPANY, 

> X New York, N. Y. Sole Distributors for the U. S. A. 





*Courvoisier Cognac—and Courvoisier only—bears this 
registered phrase on every bottle. Reg. U. S. Pat. Off. 


Special offer in French glassware — Four Courvoisier cognac snifter glasses about 3% inches tall, with Napoleonic 
emblem in permanent gold design. Shipped to you from France. Send $1 cash or check payable to T.V. P. O. Box 1205. 
Grand Central Station, New York 17, N. Y., Dept. U-2. Pay Postman 15¢ U.S. Postal Examination Charge on arrival. 




















The NEW 
PACKAR D 


with the fabulous Torsion-Level Ride 


THE MAGNIFICENT PACKARD PATRICIAN—"ASK THE MAN WHO OWNS ONE,” 
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More Engineering Advancements than any 
Automotive Achievement of Our Time 


America has a new choice in fine cars—the great new 
Packard . . . the result of years of planning, designing 
and testing to build an individually distinctive automobile 
embodying more engineering advancements than any 
automotive achievement of our time. You will find it 
the finest, most luxurious car in a long line of history- 


making Packards. 


NEW TORSION-LEVEL RIDE automatically levels the 
load . . . smooths the road. Imagine not knowing or 
caring whether the road under you is rough and pitted 
or boulevard smooth! Incredible? Yes! You see, in the 
new Packard, instead of using conventional coil or leaf 
springs in an attempt to “cushion” the bumps, full-length 
torsion bars absorb road shocks automatically before 
they can reach you. And an ingenious power-controlled 
levelizer keeps the mew Packard on an even keel. Com- 
pare this mew Packard with the car you think is the 
finest made in America today. Then let the ride decide. 
You'll find driving the mew Packard is easier, less 
fatiguing, and much safer. 


POWER-PACKED PACKARD \V-8’S . . . WORLD’S 
MOST POWERFUL ENGINES... built by the master 
motor builders who pioneered the V-type engine .. . 
uses the Packard-developed “free breathing” principle to 


produce the most powerful engines in any motorcar... 
260 horsepower ... 275 in the Packard Caribbean. 


NEW TWIN ULTRAMATIC TRANSMISSION. Actually 
two automatic transmissions in one — with a choice of 
two starts. Simply select the start you want. With either 
instant take-off or cruising glide, you'll note the dif- 
ference on the open road or in traffic. 


ADVANCED GRACEFUL STYLING. Long, low lines 

massive grille . . . distinctive rear deck . . . every 
detail of design, like the exclusive Dual Courtesy and 
Safety Light, forward of the rear fenders, bespeaks 
Packard distinction and good taste. Breath-taking colors 
and textures reflect the decorator-smart fashions of today’s 
finest homes. Your Packard dealer will be pleased to 
demonstrate this new kind of fine car. 


Nothing on earth rides like the New Packard 


Packard Dealer... LET THE RIDE DECIDE 








Seeesee > 
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Paid Informers in U.S.— 
They’re Used All the Time 


There is nothing new about 
paid tipsters and informers. Pay- 
ing fees to catch law violators is 
older than trial by jury. 

The practice covers the whole 
range from stool pigeons to ex- 


pert witnesses. But nobody is get- 
ting rich at it. 


Also: Most such witnesses tes- 
tify reluctantly. And the few who 
give false testimony are excep- 
tions, not the rule. 


Two alleged ex-Communists who 
have been drawing witness fees from 
the Government for testimony about 
other alleged Communists have repu- 
diated their testimony in recent 
weeks. First it was Harvey M. Matu- 
sow, then Mrs. Marie Natvig. 

The story of individuals testifying for 
pay is raising a wide variety of ques- 
tions, How much of it is going on? How 
much money is involved? What is the 
difference between such witnesses and 
paid ‘informers? 


A glimpse below the surface quickly 
discloses that paid informers are wide- 
ly used in all law enforcement. Federal 
agencies frequently pay them $1,000 to 
$50,000 for their tips. The Internal 
Revenue Service once paid $80,000 for 
a tip on an income tax evasion. 

Witnesses, however, make no such 
money. Frequently they are reluctant, 
taking the stand only because they have 
been subpoenaed. Occasionally they are 
underworld characters. Often they are 
among the most respected members of 
the community. 

What they got. Mrs. Natvig, a 51- 
year-old grandmother, of Miami, Fla., 
was paid $9 a day for about 10 days of 
testimony before the Federal Communi- 
cations Commission. The FCC says it 
has paid her no informer’s fee. Her testi- 
mony was that she had been a Commu- 
nist and that Edward O. Lamb, who is 
trying to get his Erie (Pa.) television- 
station license renewed, also had been a 
Communist. Last week she testified that 
all this was a lie. 

Harvey Matusow drew from Govern- 
ment sources about $2,509 between 1951 
and 1954. Here’s how he earned it: 

For work. as an_ undercover _in- 

(Continued on page 84) 
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if he’s worth moving. .:. 








he deserves a 


WIFE-APPROVED 


North American Move! 


The transferred employee is happy if 
his transfer means a promotion. But 
his wife dislikes being uprooted. She 
worries about her precious furniture. 


Win her goodwill with North Ameri- 
can Van Lines’ finer service ... a 
smooth, courteous move that delivers 
household goods to her new home 
safely and on time. 


It pays off in the unimpaired effi- 
ciency of the transferee. For better 
employee relations—specify “wife- 
approved” North American moves! 


Call Your 
NAVL AGENT 


. . « for finest moving, 
packing, storage. Ask for ' 
sample of new brochure, “So You’re Mov- 
ing!” Give it to all transferred personnel 
to boost morale, relieve family worry. Or 
write NortH AMERICAN VAN LinEs, Dept. 


USNI1, Fort Wayne 1, Indiana. 





Find this NAVL Oval in 
Yellow Pages Under ‘Movers’ 





THE LEADER IN LONG-DISTANCE MOVING 
More Agents in More Cities than Any Other Van Line 





Movers of Household Goods, Office Equipment, Trade-Show Displays 
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TWO BIRDS WITH 
ONE STONE! 


Here’s a matchless opportunity 
to combine business and pleasure 

.. to check Miami's golden 
business opportunities...to bake 
out winter blues in Miami's 
golden Sunshine. 








. ee oe 


S| 3 MIAMI 
*| INDUSTRIAL 
EXPOSITION 


Hundreds of exhibits of made-in-Miami prod 
u 
_.. ample proof to buyers, manutet 
a sc coueaat that light industry — - 
Miami’s ideal working and living conditions. 


MARCH 4 thru 13 


t/ 


FABULOUS <=: 
FUN-IN-THE-SUN 


i : he hub... 

Miami, you're at the heart, t 
rs a center of all that s gay and 
beautiful ... with a big city’s full range 


i st 
of accommodations ...and the =e 
in the entire area: 50 $ 


favorable rates 1 
up THIS BREAK! 

























come on down..-- 


YOU OWE YOURSE 











WRITE FOR NEW INDUSTRIAL BROCHURE AND ECONOMIC STUDY 


ADDRESS Industrial Research Division, City 
me Tg N F Fifth Street annenaa) 
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former during the last half of 1950, he 
got $325 from the Federal Bureau of 
Investigation. 

For testimony, the Immigration and 
Naturalization Service paid him $75; the 
Ohio State Committee on Un-American 
Activities paid him $450; the Depart- 
ment of Justice paid him $1,407; the 
Senate Permanent Subcommittee on In- 
vestigations, when headed by Senator 
Joseph R. McCarthy, paid him $45; the 
House Committee on Un-American Ac- 
tivities paid him $108, and the Senate 
Internal Security Subcommittee paid 
him $99. 

Who is willing. Congressional-com- 
mittee officials say their ex-Communist 
witnesses often lose money while testi- 
fying, through loss of pay or other busi- 
ness opportunities. They say that no 





—United Press 


MRS. MARIE NATVIG 
... $9 a day for 10 days 


ex-Communists ever have volunteered to 
testify before their committees. 

Even Harvey Matusow had to be com- 
pelled to appear when he first testified 
before a congressional committee. But 
he says in time he grew to enjoy the 
headlines and public attention. 

Informers, however, are usually only 
too willing to make a fast dollar by tell- 
ing what they know about their under- 
world associates. Many are stool pigeons, 
reporting on dope peddling, counterfeit- 
ing, smuggling and other crimes. 

Some informers, however, are of a 
very high type, in the opinion of officials 
of the FBI. They refer to persons such 
as Herbert A. Philbrick. They point out 
that he, with great reluctance, consented 
as a patriotic duty to join the Commu- 
nist Party as an FBI agent. They express 
admiration for another informer, a Negro 
minister, the Rev. Obadiah Jones, who 
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also worked within the Communist Party 
for the FBI. In the eight years he was 
engaged in this work, he received $11,210 
from the FBI—iess than $1,500 a year. 

Harry Sawyer, the German-American 
who enabled the FBI to break the Ger- 
man saboteur ring in World War II, drew 
$250 a month for his aid. 

Government prosecuting attorneys 
make a wide distinction between typical 
informers and witnesses. If they can 
avoid it, they never bring underworld 
characters into court or into any public 
hearing. Defense attorneys would ques- 
tion their veracity or motives. Judges 
and juries would be prejudiced against 
their testimony. So witnesses who are 
produced in court are usually considered 
respectable persons. 

Police and other enforcement officials 





—United Press 


HARVEY M. MATUSOW 
. $2,509 in 4 years 


look with constant suspicion at their un- 
derworld contacts. They pick the brains 
of these tipsters for what they can get, 
meanwhile continually back checking 
and testing their information. 

Tipsters’ pay scale. Each Govern- 
ment enforcement agency has a different 
rate for its informers, different uses for 
them, different ways to handle them. The 
FBI and a few other units keep some 
informers on the payroll for years. Most 
informers, however, are paid by the 
piece—so much for each tip. 

Here’s how some of the agencies deal 
with their informers: 

The Narcotics Bureau makes extensive 
use of informers, having them purchase 
drugs for evidence, mingle with the 
peddlers, report on dope shipments. It 
pays usually from $25 to $5,000 for a 
tip, but has paid as high as $20,000. 

(Continued on page 86) 
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for 10 days- 


KE 









ry Just $3250* 
and it’s so comfortable! Gg 


Enjoy increased work output...higher efficiency... 
without cost or obligation to you! 




























































Se 
See Proof of Cosco’s Greater Value! The Cosco Secretarial chair is a unique performer 
indeed. Seating engineers designed it for fatigue- 
Cosco delivers as many luxury features as chairs free posture and sustained alertness thru the work 
costing up to 100% mor ] B 
day. Because it cuts down employee fatigue, work 
Features ey ape ape att lag and errors, you get inc ‘reased efficienc y, more 
work output, better work. 
5 posture adjustments 
including spring back | Yes | Yes | Yes | Yes Far More Chair for the Money. As you can 
ieaeeinan see from the chart on the left, the Secretarial is 
construction Yes | Yes | Yes | Yes unique for value too. Gives you as many luxury 
+ wher wheat features as chairs costing up to twice as much. 
casters, double race | Yes | Yes | Yes | Yes Gives you far more chair for the money than any 
ball bearing other leading brand! 
Saddle shaped seat , . 
—wih team neber | Yes | Wo | Yes! fe Satisfy Yourself at No Risk. You can prove the 
cushion Cosco Secretarial’s advantages to your own satis- 
Steel curved padded y * faction—at no risk. Examine it, test it, watch it 
back ee ee boost efficiency in your own office for 10 days free. 
Bonderized baked on If it doesn’t do all we say, we'll pick it up. No cost, 
ramet Rnish—viny! | Yes | Yes | Yes | Yes no obligation. Just mail the coupon today. 
Zone | pri ° tterhead 
aon Gee ») | 32.50 | 65.00 | 49.75] 49.50 r Clip Coupon Nov and Attach *o Your Letterhead— 
| Hamilton Manufacturing Corp,, Dept. USN-2, Columbus, Ind. | 
‘ yo a O Without obligation, please have the nearest Cosco dealer 
*$34.45 in Texas and 11 Western States | send me your Cosco Secretarial Chair on Free 10-day Trial. | 
(Zone 2). Other models also available. | I also want free trial on | 
| O Executive Chair (© Conference Chair | 
OC I would like full information on Cosco Chairs | 
LUSCH: I Wins aisscyihcoointnsbsonstesvaknedanesenats 
@itehe Bivderesc cisde ete cke dee acsawh ad etaaegubsaearesate | 
| AMF, 6c ccciccccccccdcccccccccecccecececeescesocce | 
BETTER SEATING MEANS BETTER WORK | 
{ ec idiiucdccetatetetacns Zone SN Lcccviccece 
Copr. 1955 HMC UG tisarnsealaiahahek atelectasis cies Sin Ga anil ene einai enticaiarial 
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NIBROC: 
TOWEL! 
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The paper towel used most by industry 
for real washroom economy 





Nibroc towels soak up water faster ... that’s 

the big way they cut your washroom costs. 

And there are other ways... 

1. They dry drier faster .. . your employees 
save time! 

2. One does the job . . . you save towels! 

3. Soft, lint-free, won’t come apart when wet 
—your employees like them best! 

4. Nibroc cabinets hold more towels... your 
maintenance costs are less! 








GET NEW NIBROC SOFWITE AND SOFTAN TOILET TISSUE 


Costs no more than ordinary tissue. Save by ordering 
towels and tissue together. 

See your classified directory for nearest Nibroc dealer. 
Or write us at Boston—Dept. ND-2—for samples. 


BROWN 





COR PAm 
Berlin, New Hampshire 





De 





GENERAL SALES OFFICE: 150 CAUSEWAY STREET, BOSTON 14, MASS. 


86 


U.S. News & World Report 








The price depends largely on the size 
of the operation exposed. 

“We wouldn't get anywhere in our 
work if we didn’t use paid informers,” 
says George W. Cunningham, Deputy 
Commissioner. “No law _ enforcement 
agency could get along without them. 
The Sherlock Holmes stuff is a lot of 
nonsense. You don’t solve crimes by sit- 
ting in front of your fireplace examining 
evidence and reading books.” 

The FBI has a wide range of prices 
for tips and salaries for informers. The 
best-publicized payment was the $5,000 
given the “Lady in Red” for her tip that 
led to the cornering of John Dillinger 
outside a movie theater. 

The Internal Revenue Service pays 
informers the biggest money of all Gov- 
ernment agencies. But it has few deal- 
ings with the underworld. Its tipsters are 
usually disgruntled employes, spiteful 
business associates, angry ex-wives, cast- 
off sweethearts. Fewer than half of them 
ask for money. 

Each payment is determined on an 
individual basis. A committee sets the 
amount, depending on the value of the 
tip. Usually the payment is somewhat 
less than 10 per cent of the value of the 
evaded tax which is recovered. The pay- 
ments to tipsters have varied from $2.60 
to $80,000. 

In 1951, the last year for which there 
is complete information, the Internal 
Revenue Service paid $61,970 in re- 
wards for information on income tax 
evasion. Payments were made to 121 
informants. The service recovered $9,- 
627,846 in evaded taxes as result of 
information from this number. 

Smugglers’ enemies. Informants for 
the Customs Bureau are a mixed group, 
part underworld, part ordinary folks—taxi 
drivers and bartenders on the Mexican 
border, trade associations on the Cana- 
dian border seeking to keep business 
practices clean, disgruntled servants, 
people bearing personal grudges, and 
some honest citizens who just want to help 
keep the Government from being cheated. 

The Customs Bureau pays two ways 
for tips: either an agreed price or a 
“moiety.” The latter is a legal arrange- 
ment for giving an informer 25 per cent 
of the value of the smuggled goods re- 
covered through his tip. Most informers 
choose a cash tip, rather than go through 
a drawn-out legal process to claim a 
moiety. The most that can be given as a 
moiety is $50,000. The big payments by 
Customs go for tips on diamond and 
large-scale liquor smuggling. 

A large number of informers, some 
with underworld background, are used by 
the Immigration and Naturalization Serv- 
ice. They are paid from $5 up for tips. 

The Secret Service has $25,000 a year 
to spend for tips on counterfeiting. 
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The Alcohol Tax Unit gets some of its 
information on illegal stills and liquor 
sales from the underworld, but its offi- 
cials say they dig up most of their “leads” 
through their own analyses of business 
operations. 

Witnesses’ pay scale. Witnesses sel- 
dom see such money as the informers 
get, unless they also are informers. The 
basic per diem fee for witnesses for Gov- 
ernment agencies is $4. That’s for “fact” 
witnesses—persons who testify as ‘to 
simple facts, such as the presence of the 
defendant on the scene at the time of 
the crime. Expert witnesses get from $10 
to $200 a day. Most of the ex-Commu- 
nists who have testified for Government 
agencies have been paid as experts, at 
$25 a day. 

When they appear before congres- 
sional committees, however, they get 





-—USNE&WR Photo 
CONGRESSIONAL HEARING 


Not all witnesses are “‘informers”’ 


less. The House committees’ per diem 
fee for witnesses is only $6. The Senate 
pays $9. In addition, witnesses always 
are paid travel expenses to and from 
their homes. 

One of the best-paid ex-Communist 
witnesses is Paul Crouch, whose veracity 
has been frequently questioned. He has 
been used repeatedly by the Immigration 
and Naturalization Service. From this 
Service he drew $9,675.50 for testimony 
during the two years ended in June, 1954. 

The system of paying witnesses, in- 
formers and tipsters is at least as old as 
the nation. Congress is now thinking 
about offering some informer a sum 
which will be so large it might be the 
ultimate tip: $500,000 to anyone who 
provides information on atomic bombs 
being smuggled piecemeal into the 
country. 
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Have you heard 
about the new New Orleans? 


Business is booming in the nation’s second port. Nearly 4,000 ships 
call each year to bring the world’s resources to industry and carry 
industry's products to all points of the compass. 

Since the war, there’s been nearly $3/, billion of new and expanded 
industrial construction. Projects on the boards will bring the total 
well over the billion mark. 

New Orleans Public Service Inc. is keeping ahead of industry’s 
expanding power needs. Maximum net capability has been boosted 
to 415,000 kw—nearly 214 times that of 1945. And, orders have been 
placed for another 102,000 kw generator scheduled for operation in 
1957. 

Rome Cable is playing a part in New Orleans’ development by 
helping to supply the wires and power cables for dependable de- 
livery of electrical power. 

Years of experience, advanced engineering, rigid quality control 
have made Rome Cable a leader in the industry. Through applied 
research, Rome engineers have developed special wire and cable 
constructions for hundreds of applications. 

To find out how these Rome services can help you specifically, let 
us send you “The Story of Rome Cable.” 


Rome Thermoplastic Insulated Control Cable 
=, —RoLene (polyethylene) insulation and 
Az, Rome S thinol (polyvinyl chloride) 

,» sheath offer distinct advantages for elec- 
trical utility station control circuits. 


ON Tae CABLE 
oy) 
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IKE ON ZHUKOV: “WE WERE FRIENDS” | 


President Eisenhower, in his own words, 
tells of his association with Soviet Marshal 
Georgi Zhukov—just named Russian Defense 
Minister in the shake-up inside the Kremlin. 

Reporters asked the President the ques- 
tions that thousands have wondered about. 

How did tke and Zhukov get along? 


Following are excerpts from President 
Eisenhower's press conference of Feb. 9, 
1955, dealing with the shift of power in 
Russia and its effect on the outlook for 
war. Direct quotation of the President’s 
answers was authorized except in three 
instances, where the answer is para- 
phrased according to White House rules: 


Marvin Arrowsmith (Associated 
Press): Mr. President, in the light of 
Foreign Minister Molotov’s tough-talk 
speech against the United States yester- 
day, do you think this shake-up in the 
Soviet Government means a calculated 
tougher policy toward the United States? 

The President: Well, I think I would 
not at the moment speculate on exactly 
what it is going to mean. It doesn’t 
necessarily mean that, because they 
would say anything that would suit their 
purposes at the moment of a great sig- 
nificant change of this kind in their Gov- 
ernment. 

I would say that we must be watchful 
and alert and pursue our policies as we 
have been pursuing them. 

Merriman Smith (United Press): Mr. 
President . . . one of your old friends 
and associates was just made Defense 
Minister by the Russians, General Zhu- 
kov. Would you think that General 
Zhukov’s appointment as Minister of De- 
fense would indicate a stronger defense 
policy on their part, possibly toward this 
country? 

The President: Well, again, I can 
scarcely interpret that act of theirs in 
terms of a specific intent on their part. 

Now, when I knew Marshal Zhukov, 
I will say this: He was a competent 
soldier. A man could not have conducted 
the campaigns he did, could not have 
explained them so lucidly and in terms 
of his own strength and his own 
weaknesses and so on, except that he 
was a well trained, splendid military 
leader. 
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Were the two military leaders “good 
friends,’ or just friendly enemies? 

How competent a general is the Marshal? 

Does he still have a standing invitation to 
visit the U.S.? 

In answer, the President frankly reports on 
his experiences with Zhukov in Berlin. 


He and I developed personally a prac- 
tice of getting along and seeing eye to 
eye on a number of our local problems 
in Berlin, and so far as I was concerned 
—and I believe he was honest about it— 
we were trying to set up a pattern, if we 
could, in Berlin, in our little local place 
there, to show that even two nations 
could get along if they would both rec- 
ognize the folly of not getting along. 

Now, what this means today, I don’t 
know. The last time I had a direct let- 
ter from him was April, 1946, and that 
was a long time ago. 

Robert E. Clark (International News 
Service): Mr. President, Soviet Foreign 
Minister Molotov claimed yesterday 
that Russia’s atomic strength is now 
superior to our own. Do we have any 
cause to believe this might be true? 

The President: Well, certainly there 
is no proof to that effect. I should say 
that would be rather a remarkable feat, 
but I believe it is not worthwhile specu- 
lating on, 

Chalmers M. Roberts (Washington 
Post and Times-Herald): Mr. President, 
in the Molotov speech yesterday, he said 
that he did not think in the case of an- 
other war that world civilization would 
be destroyed. This was in some contrast 
to Malenkov’s statement last March in 
which he said in a nuclear war both 
sides would be destroyed. 

Could you tell us, aside from the 
political implications, on a scientific basis, 
from what you know, something of this 
as to whether in fact there is a threat in 
the H-bomb and other nuclear weapons 
to the whole world? 

The President: Well, of course, there 
are, as we know, some threats in the 
use of nuclear weapons over and beyond 
the immediately destructive area, where 
it destroys by shock and the thermal 
effects, and so on. There are certain 
radioactive effects that in the immediate 
vicinity can be very, very bad indeed, 
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as we well know. There are methods of 
protection. 

Now, when you begin to come and 
talk—when you begin to talk in terms 
of would this destroy civilization or 
would it not, I should say we are talking 
in comparative terms. What is the de- 
struction of civilization, and, in addition, 
how many of these things do you use? 
How near do you approach saturation 
in any place? 

I would say this, that the thing is so 
serious that intelligent people ought to 
forgo a great many lesser ambitions in 
the effort to achieve an understanding 
under a method where the whole world 
could be assured that that understanding 
was going to be obeyed by all parties 
concerned, which means there must be 
some kind of inspection service where 
all the world could trust it, that we are 
not pushing toward that kind of a war. 
So, whether or not civilization is de- 
stroved, I say it is so serious that we just 
cannot pretend to be intelligent human 
beings unless we pursue with all our 
mights, with all our thought, all our 
souls, you might say, some way of 
solving this problem. 

Led oO hod 

Garnett D. Horner (Washington 
Star): Mr. President, to return to the 
Marshal Zhukov business . . . he was 
quoted in an interview yesterday as 
saying that in 1945 you had told him 
that the United States would never at- 
tack the Soviet Union, and he had told 
you that the Soviet Union would never 
attack the United States. Also, he said 
that you had twice invited him to visit 
here, and he still dreams of doing so. 

I wonder if you could tell us your 
version of that 1945 conversation and 
your feelings about the prospects of 
such a visit? 

The President: Well, that is remark- 
ably accurate. Now, when I asked him to 
visit our country, I was acting as the 
agent of my Government, which directed 
me to do so; and, more than that, ar- 
rangements had been made once. My 
plane had been put at his disposal, and 
my son was detailed as his aide. And I 
remember he made the remark, “Well, 
I shall certainly be very safe,” with my 
plane and my son. ° 

We were good friends, and we could 
talk in that fashion. 

Now, I explained to him how abso- 
lutely impossible it was for a democracy 
to organize a surprise aggression against 
anybody. Our processes are open. Ev- 
ery time you get money or you change 
anything in your military affairs, you 
go to Congress. It is debated. There is 
no possibility of a country such as ours 
producing a completely surprise attack 
on any other. And that is what I was 

(Continued on page 90) 
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playground of mountains, seacoasts. lakelands, National 
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Peansylvania leads the nation in 
the number of skilled workers and in 
diversity of skills because it provides 
job opportunities and job security 
unequaled anywhere. With a larger 
rural population and more small 
communities than any other state, 
unequaled transportation facilities, 
power and water in abundance, and a 
market of 45 million people within 
easy reach—no wonder the eyes of 
industry are on this State. Before 
making a decision on your new plant 


site, it will pay you to discuss 


Pennsylvania’s favorable tax climate 
with us. 






90 


“PENNSYLVANIA HAS EVERYTHING” 








PLENTY OF 
POWER AND WATER 


BIG MARKETS 
EASILY REACHED 





UNEQUALED 
TRANSPORTATION 


ABUNDANT 
RAW MATERIALS 





LIVING CONDITIONS 


Write in confidence for further information ... 


DEPARTMENT OF COMMERCE 


COMMONWEALTH OF PENNSYLVANIA 


STATE CAPITOL (B-3), HARRISBURG, PA. 











= 


U.S. News & World Report 





emphasizing to him. He repeated, of 
course, from their standpoint, he felt 
that Russia was a very peace-loving 
nation. 

o o > 

Kenneth M. Scheibel (Gannett News 
Service): Mr. President, sir, part of the 
trouble we are told from Russia is that 
they are having difficulties with their 
agriculture and their food supplies. Do 
you see in that situation any chance for 
us to do any trading with them? 

The President: When you really get 
down to the bottom of things and_study 
them, Mr. Eisenhower said, everything 
comes back to how much confidence can 
be developed in the words of people who 
have not hesitated to break their word in 
the past. Every single agreement, en- 
gagement, commitment of any kind, he 
said, has always got to have that as its 
background, because otherwise you are 
very likely to weaken your position, 
either psychologically, politically, mate- 
rially or economically. Mr. Eisenhower 
said he wouldn’t want to comment just 
on this one facet of such a possibility. 

Joseph C. Harsch (Christian Science 
Monitor): Mr. President, is that 
invitation to General Zhukov still open? 

The. President: Well, as a matter of 
fact, this is the first time it has been 
mentioned to me since I have been in my 
present responsible post. And you can 
well imagine that I wouldn’t stand here 
and suddenly issue an invitation without 
consulting—without consultation with my 
advisers. So I would say this would be a 
remarkable thing at the present state of 
affairs, but I certainly wouldn't hesitate 
to talk it over with my people if we 
found it desirable. 

Charles S$. Von Fremd (CBS News): 
Mr. President, there have been growing 
reports and speculation, sir, that possibly 
the Soviet Union does not now hold the 
political strength that it once did control 
over Red China. If this is true, it would 
certainly endanger the present situation 
in the Formosa Straits. But I wonder, sir, 
if in telling us whether or not you have 
received such word from your advisers, 
if you could also let us know whether 
or not you feel there is a possibility of 
other satellites’ breaking away from the 
Kremlin. 

The President: He would say this, 
Mr. Eisenhower said: There is no direct 
evidence that there has been any weak- 
ening of relationships between Moscow 
and the capitals with which it has been 
dealing. There is, of course, always hope- 
ful speculation in this line, the President 
added, but no evidence. 

° QO oO 

Laurence H. Burd (Chicago Tribune): 
Mr. President, you mentioned hearing 
from Marshal Zhukov last in April, 1946. 

The President: Directly, I said. 
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Mr. Burd: Could you say what that 
involved? 

The President: Well it was—I think 
I can recall it—it was a letter. You see, 
I left Berlin in November, 45, and he 
corresponded and he sent me a present. 
I think it was an enormous bear rug, and 
I still have it, and something else of that 
kind. That was all. 

° o a 

George H. Hall (St. Louis Post-Dis- 
patch): Can you tell us whether the 
Malenkov resignation was a surprise to 
this Government or whether we had 
diplomatic or intelligence reports indi- 
cating that it was coming up? 

The President: Mr. Eisenhower said 
he thought that our observers and peo- 
ple in Moscow had been reporting for 
a long time that things weren't exactly 
as they appeared on the surface, but he 
never had seen any kind of prediction 
as to the exact things that had happened. 

o o Q 

Roscoe Drummond (New York Her- 
ald-Tribune): Mr. President, how do you 
appraise the state of affairs in the For- 
mosa Straits with reference to the evacu- 
ation of the Tachens and the possibility 
of a cease-fire? 

The President: Well, I think it would 
be idle to speculate on the possibility of 
a cease-fire. We asked Red China, or 
the United Nations did, to come in and 
talk it over, and they declined and is- 
sued a very bellicose statement, and 
therefore on that I couldn’t say what 
may happen. 

Now, with regard to the evacuation, 
‘it is proceeding exactly according to 
plan. If nothing happens, it should be 
completed very soon. There has been 
no untoward incident. In one case I be- 
lieve one of our planes got a little lost, 
wandered in a bad area and got hit, but 
the crew was saved. It—there has been 
no real interference. It looks like it would 
go ahead for the moment. 

Nat S. Finney (Buffalo Evening 
News): Mr. President, can you tell us 
whether your freedom of action to order 
the use of nuclear weapons in connection 
with the defense of Formosa and the 
Pescadores is in any way limited by 
understandings with our allies? 

The President: Well, if the United 
States, of course, got into trouble alone 
and were attacked, I don’t know of any 
understanding with any allies that ap- 
plies. I think understandings with allies 
applies when you are in any kind of an 
action in consort or in concert with them. 
I have not thought of that point in exactly 
the way you have stated, but I think it 
would be a United States decision. 


For what Marshal Zhukov says about 
his relations with President Eisenhower, 
see page 75. 
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$22,000 
for YOU 


AT AGE 65 


ONE OF THE MOST FAR-SIGHTED PLANS 
ever devised for the wise use of savings is 
offered for your earnest consideration by the 
SUN LIFE ASSURANCE COMPANY OF 
CANADA, a leading world organization in 
its field, with branches from coast to coast 
throughout North America. By means of the 
plan, ‘regular amounts of savings can be ap- 
plied to provide, at age 65, a lump sum of more 
than $22,000 plus accumulated dividends... 
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AN INCOME OF 


$150 Monthly 


FOR LIFE according to your choice. 


IF YOU DO NOT LIVE TO AGE 65, 
THEN AN AMOUNT OF AT LEAST 
$22,000 WILL BECOME IMMEDIATELY 
PAYABLE TO YOUR FAMILY 
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By the way, the plan can be easily tailored to 
the amount of regular savings you can afford, 
with corresponding adjustments in the sums 


payable. 
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I should like to know more about your Special 
Income Plan, without incurring any obligation. 


NAME 





ADDRESS 





Date of Birth Amounts quoted above are for men. 
” A similar plan is available for women, 


SHHOHOHHHHHHHHHHHHHOHHHHOOHOSD 


91 





GOOG GHHGHHHHGHHHHHGHHGHHHHHHHHHHHHHHHHHHHHHHHHHHHHHHHHHHHHHHHH 
PHSHSSHHSHSHSSHSHHSHHSHSHHHPHHHHHHSHHHHHHHHHHHHHHHHHHOHHHHOOHOOSD 








(This article represents the result of an extensive 
research on a problem of outstanding importance.) 








ARE NEW MACHINES 


Bas cara DOWN JOBS? 


JOBS FOR MACHINES “a ee ~ 





In a single year, 1954: 


Private industry’ employed 
581,000 FEWER workers than in 1953 


Without laborsaving machines and greater 
efficiency, industry would have needed 
150,000 MORE workers than in 1953 





if industry had not acquired laborsaving 
machines and greater efficiency, employment 
might have gone up, instead of down. 


BUT—Over a longer period: 


Private industry’ in 1947 employed 
44.3 MILLION WORKERS 


To supply 1954 demand in U.S., using only 1947 
machines and methods, would have required 
59.3 MILLION WORKERS 


Number available, including the unemployed 


51.2 MILLION WORKERS 


Shortage would have been 


8.1 MILLION WORKERS 


if industry had not acquired laborsaving 
machines and greater efficiency, output would have 
fallen far short of actual 1954 demand in U.S. 


“excludes agriculture 
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Unions, in a drive to win more 
security for workers, are com- 
plaining that jobs are endan- 
gered by machines. They warn 
of unemployment, weaker de- 
mand for goods, hard times. 

On the other side, business 
says machines really make jobs. 

The Economic Unit of U.S. 
News & World Report has sifted 
out the facts on this current dis- 
pute. Results are given below. 


Higher unemployment, in this time 
of great prosperity, is being cited by 
some labor leaders and economists as 
evidence that machines are taking 
jobs away from workers. 

The official figure for the unemployed 
is higher today—in the midst of recovery 
—than it was a year ago, when business 
was headed downward. 

Unemployment touches only about 5 
per cent of the labor force and normally 
increases at this season of the year. But, 
still, the trend worries the union chiefs 
and sharpens their complaint about 
“technological unemployment.” 

There is a practical aim to their com- 
plaint. It is being used as one argument 
for raising unemployment benefits and for 
some kind of guaranteed annual wage. 
Their thinking is that machines, at least 
temporarily; cause hardship for workers 
by making jobs less secure; hence work- 
ers are said to need more protection by 
Government and by employers. 

To find out how much substance there 
is to the unions’ charges, the Economic 
Unit of U.S. News & World Report has 
made a study of available Government 
data. Results are summarized in the 
chart. on this page. 

The workers who weren’t there. If 
ever workers were threatened by ma- 
chines, it must have been in the last few 
years. Since 1947, private business has 
poured more than 169 billion dollars 
into new plants and equipment—partly 
to expand output, but always with a view, 
also, to saving on labor. 

Out of that huge investment, industry 
now has ability to turn out a vast quan- 

(Continued on page 94) 
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You could make this wing spar and leading edge 
from a number of smail extrusions, milled alumi- 
num plate and hundreds of rivets. But you'd waste 
hundreds of man-hours unnecessarily . . . because 
there’s a better way to do the same job. 


Harvey extrusions... 
how fewer parts 
mean more planes 
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A single Harvey Aluminum extrusion gives you the 
same shape in one piece ...needing only drilling and 
minor machining before installation in the wing. 
By reducing assembly steps, time is saved. And the 

i production bottleneck caused by bringing hundreds 











of small parts to the assembly area is eliminated. 
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MAKING THE MOST OF ALUMINUM... FOR EVERYONE 


| RESEARCH .. . DEVELOPMENT ... PRODUCTION 
| Harvey does all three as a leading independent producer of aluminum RVEY 
extrusions in all alloys and all sizes, special extrusions, press forgings, hollow 


sections, structurals, rod and bar, forging stock, pipe, tubes, impact l ie 





extrusions, aluminum screw machine products and related products. Also 
similar products in alloy steel and titanium on application, 
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500 More 


we Employees 
. . . yet_paper towel costs go down 


The Pennsylvania plant of one of 
America’s well-known companies 
finds Mosinee Sentinel Towel Ser- 
vice is still saving them $300.00 per 
month, compared to previous towel 
service. This tremendous saving 
exists in spite of the fact that (1) 
number of employees has increased 
by 500, and (2) plant has increased 
its work week from 5 to 7 days. 


BAY WEST PAPER CO. 
1100 West Mason Street 
GREEN BAY, WISCONSIN 
A Division of Mosinee Paper Mills Co. 
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Special Report 





What machines are doing: displacing some 
workers, but creating new jobs for many more .. . 


tity of goods that couldn’t have been 
made with the labor force of 1947, using 
the machines and operating schedules of 
that time. It is estimated that the gain, 
as indicated by 1954 output, is equal to 
the work of 15 million men. 

Offhand that might seem to mean that 
15 million workers were displaced since 
1947, that employment today should be 
lower by that much. But, of course, that 
isn't so. 

Average employment in private non- 
farm industry in 1954, a year of partial 
recession, was about 3.7 million more 
than in 1947, a year when business was 
expanding. 

What happened was that output went 
up even more than the increase in pro- 
ductivity. There was a strong demand for 
goods and services. Inflation had stopped, 
thanks to bountiful supplies made possi- 
ble by the new equipment. 

Actually, the new machines are tak- 
ing the place of workers who never exist- 
ed. You see that when you compare the 
increase in output that has taken place 
with what might have been done with- 
out investment in laborsaving devices. 

In that case, most of the increase 
would have come about through hiring 
more people. How many could have been 
hired? 

The labor force increased by 4.8 mil- 
lion from 1947 to 1954; this number 
could have been put to work. The un- 
employed, who numbered about 2.1 mil- 
lion in 1947, also might have been put 
to work. With every available man work- 
ing, the manpower would have increased 
by less than 7 million. 

So, hiring of more workers would have 
meant less than half the additional out- 
put brought about through increased 
productivity. 

Without the new machines, there 
would be less to go around. Prices might 
be higher. The economy would not be 
expanding as fast as it is. And it is ex- 
pansion that is counted on to make room 
for new workers and for any who may 
be displaced by machines. 

What happens to the worker? That 
is what the broad figures show. What 
about the individual cases in which new 
machines actually enable employers to 
use fewer men on a job? 

The Ford Motor Company, for in- 
stance, has an assembly line handling 
engine blocks with only 41 men, where 
it used to use 117. “Automation” has 
been pushed in one radio plant to where 
two men do work once done by 200. 

What happens in cases like those? Fre- 
quently, of course, the company finds 
new spots for the displaced men. Com- 


Oo 


panies that invest heavily in new equip- 
ment are likely to be strong and 
building up a bigger business. 

In other cases, displaced workers 
move into new jobs elsewhere. Without 
shifts in manpower, it would not be 
possible to have labor available for mak- 
ing new products. 

Plants have opened up making a lot 
of new products which are now an ac- 
cepted part of the nation’s higher living 
standard. There are new jobs producing 
television sets, new kitchen appliances, 
new types of packaging, frozen foods. 

Over the long run, wages have been 
linked to the value of the workers’ out- 
put. As output increases, thanks largely 
to new machines and new ideas, wages 























—McCutcheon in the Spokane Spokesman-Review 


LABOR LEADER’S DILEMMA 
The fear of machines is widespread 


are raised. In fact, wages have risen 
much faster than productivity since 1939. 

That is why the machine has been re- 
garded, in the U.S., as a friend, not an 
enemy of workers. Laborsaving equip- 
ment has been generally accepted. 

In Britain and many other countries, 
on the other hand, innovations have been 
opposed, as a threat to jobs, Production 
has been held down. Costs and prices 
have been kept up. People can buy less 
and work longer. It takes the worker 
many more hours at the machine to earn 
enough for food, shoes, suit or car. 

Why, then, does worry over the ma- 
chine arise? 

Fear is normal. The reason is that-it 
is just natural to think that way. It seems, 
at first thought, as though the machine 
should displace the worker. 

After all, most machines and most 
changes in operating methods nowadays 
are intended, in part, to get a greater 
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. . . Nations with little 
machinery envy the U.S. 


output with a smaller amount of labor. 
Payrolls account for about 64 per cent 
of the total cost of nonfarm goods and 
services. A new machine is one way to 
keep from falling way behind in the race 
with wages. 

Figures on employment for a single 
year sometimes cause worry. In 1954, 
for instance, increase in productivity was 
equal to about 731,000 jobs; employ- 
ment dropped by 581,000. 

But 1954, of course, was a year of 
downturn. A number of factors, not 
just the use of laborsaving equipment, 
were the cause of people losing jobs. It 
was harder for workers, if displaced, to 
find other places. 

In the seven, years since 1947, this has 
happened only twice, in 1949 and again 


in 1954. So the workers’ troubles, on the . 


average, have been brief and tied closely 
to broad business trends. 

Men who make machines. People 
who fear machines often overlook the 
role of producing machines as a factor 
in setting business trends. 

Naturally, it takes men to make ma- 
chines. A stagnant economy, with little 
money being invested in new equipment, 
would mean few jobs in the machine- 
tool companies, railroad-equipment shops, 
and electrical firms. 

More important, from the economist’s 
viewpoint, is the belief that a dollar spent 
on new plants and equipment is more 
powerful, in generating business, than a 
dollar spent in other ways. 

The 169 billions invested in the last 
seven years played a big part in keeping 
the nation prosperous and in preventing 
small recessions, in 1949 and 1954, from 
becoming serious. Machines helped to 
make jobs, not destroy them. 

The global view. A glance around 
the world is an even better test of effects 
of this investment. The U.S. is the 
greatest machine-using country. It pro- 
vides more industrial and commercial 
jobs, pays more wages, has a higher liv- 
ing standard than any other nation. 

At the opposite end of the scale 
stands China, a country that has little 
machinery, that depends mostly on hu- 
man hands—and backs. Even in such 
countries, unemployment is not unknown, 
The low living standard means many 
more people need work. Children are 
thrust into trade or industry at an early 
age; retirement for old people is rare. 

As a result, the machine-poor countries 
have a passionate desire to get factories, 
power plants and all of the paraphernalia 
of American industry. In this they see 
their chance to have a decent living 
standard, too. 
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Oceanfront homes at 
the magnificent new 


Sea lla 


COOPERATIVE APARTMENTS 








A NEW CONCEPT OF LIVING—almost every conceivable luxury 
at your fingertips—without any worries of home maintenance and 
upkeep—that is the SEA CLUB. Imagine owning an oceanfront home 
for as little as $10,900. That is the full price including 400 feet of 
private beach, an oversize swimming pool, a 9-hole golf course, 
snack-bar_ lounge and club house, and yacht basin—ten acres of 
beautifully landscaped grounds . . . yet minutes to stores, fine 
restaurants and downtown Fort Lauderdale. 

Every Sea Club apartment is designed for the utmost in liva- 
bility and luxury, with particular stress on privacy. All apartments 
are corners—fireproof and noiseproof. The floor-to-ceiling windows 
and up to 46 feet of private balcony were designed expressly to 
capture the magnificent panorama of the ever-changing Atlantic 
Ocean on one hand, and the world-famous Intracoastal Waterway 
with its endless parade of yachts on the other. The Sea Club is the 
finest value we have ever offered and it is our belief that its com- 
bination of custom construction, 
natural beauty and recreational 
facilities has never before been 
offered even at a far greater price! 
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$14,900 


Write today for the 
Sea Club brochure 
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Motorists save more on their insurance 


NNOUNCING an increased dividend payment is 

good news for motorists. Personal auto insurance 
policyowners now receive 20¢ out of every premium 
dollar in the form of dividends. This extra savings is a 
result of our famed policy back of the policy®. Hardware 
Mutuals efficient operation rewards drivers with fullest 
protection at the lowest possible net cost. 

The nationwide 24-hour service and the prompt, fair 
settlement of claims—plus the current 20% dividend 
savings—make Hardware Mutuals your logical choice in 
protecting you, your family and your car. 

Contact your friendly Hardware Mutuals representative, 
or write us direct at Stevens Point, Wisconsin. 


Insurance for your AUTOMOBILE...HOME...BUSINESS 


Hardware Mutuals, 


Stevens Point, Wisconsin - Offices Coast to Coast 


HARDWARE MUTUAL CASUALTY COMPANY 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 
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24th and N Streets, N.W. 
Washington, D. C. 


Lots of seople, starting now to make out income tax returns, are having 
trouble with the new tax law's provisions on annuities. Internal Revenue 
offices and even Congressmen are being showered with complaints about complica- 
tions. This, then, to help clear up the situation: 


TAXING ANNUITIES. Biggest complaint is that, in many cases, people are 
finding they now have to pay more tax than under the old rule. What they often 
fail to realize is that this holds true only for the annuity's earlier years. 
Under the old rule, part of each payment you received--3 per cent of the annu- 
ity's cost--was taxable. The rest was considered a tax-free return on your in- 
vestment; when the tax-free amounts added up to the annuity's cost, you then had 
to pay tax on the whole payment. Now you pay on a fixed percentage each year. 
If you live long enough, you get back tax-free more than what your annuity cost; 
the best you could do under the old rule was to recover your capital. 





RETIREMENT INCOME. Note, too, that annuities count as retirement in- 
come which is eligible for a special tax credit provided by the new law. 
Thus, despite what may be a bigger tax on annuities at first, most retired 
taxpayers should find themselves better off under the new law. 





FIGURING THE TAX. Not all annuities, endowments and pensions are subject 
to the tax treatment involved in the 3 per cent rule change. Some annuities are 
fully taxable. That's the case, for example, on one for which your employer 
paid the costs, and on which you weren't taxed for his contributions. 

On others, the percentage that is free from tax has to be worked out for 
each case. That's arrived at by dividing the annuity's cost by the expected re- 
turn. An annuity which cost you, say, $7,500 but which is to pay $10,000 over a 
10-year period thus is % tax-free--you report as income only $250 of each $1,000 
annual payment. For an annuity that is to pay a set sum each year the rest of 
your life, figuring is a bit more complicated. You determine the expected re- 
turn by multiplying the yearly payment by your life expectancy. 





LIFE EXPECTANCY. Usually, you can get this life-expectancy figure from 
your employer or the company that pays you the annuity. Or your nearest Inter- 
nal Revenue Service field office will send you the tables. 

If you have been paying taxes on an annuity in the past under the 3 per 
cent rule, switching to the new method is relatively simple. Figure the tax- 
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NEWS YOU CAN USE--(Continued) 


free part in the usual way, but you must first subtract from the annuity's cost 
any amount you have recovered tax-free in previous years. 


AUTO ACCIDENTS. If you think a car crash is coming, put your arms on the 
dashboard and cradle your head in them--that's the advice of a St. Joseph, Mo., 
surgeon who has made an intense study of auto-accident injuries. The head gets 
63 per cent of car-crash hurts, Dr. Jacob Kulowski finds. Simple cushioning by 
the arms can protect significantly, he says. If you're in the rear seat, cradle 
head and arms on the back of the front seat, Dr. Kulowski suggests. 





GIFTS OF PROPERTY. Here's another angle to that item on gifts of 
property we told you about last week: If you receive a piece of property as 
a gift, and then sell, you figure the tax on your gain by taking as a start- 
ing point the property's cost to the person who gave it to you. But, if you 
sell at a loss, you start with either his cost or the property's fair 
market value at the time of the gift, whichever is lower. 





NEW-CAR PRICES. Reports come in from around the country that automobile 
dealers are jacking up "list" prices of new cars so they can offer more liberal 
trade-ins or bigger discounts to prospective buyers. There's nothing illegal 
about the practice; it's mainly a self-defense move by dealers to cope with 
customers who have grown to expect a "deal." This price “packing” usually comes 
in charges added on by the dealer for delivery or for readying the car for the 
road=--also in charging a higher markup for accessories. The practice is 
commonest where competition between dealers is keenest--suggesting that shopping 
around might pay. 





FRESH AIR. On winter nights, should you sleep with bedroom windows 
open? That's a matter for individual decision, say U.S. Public Health 
Service physicians. Some people, they report, find more nose and throat 
irritations develop when cold, moist, nighttime air is let in. Others find 
the same air invigorating. There is nothing really unhealthful about 
Sleeping in a closed room, the doctors add; the average house leaks in 
enough air to provide plenty of oxygen for all occupants. 


SUMMER CAMPS. You'd do well to start now on making arrangements for that 
camp you plan to send your boy or girl to next summer. American Camping Asso- 
ciation officials tell us that in the East--especially with some of the more- 
exclusive private campsS--registrations start filling up in midwinter. On the 
West Coast, few applications are filed before April. In the Midwest, the prac- 
tice varies, though in general following the pattern of the East. 





COMIC BOOKS AND TV. Reading comic books and looking at television programs 
--unless done to excess--have no great effect on how youngsters behave or how 
well they do in school. This finding by a Northwestern University educator is 
reported ina publication of the American Medical Association. His investiga- 
tions show youngsters spend upward of 20 hours a week watching TV and that 9 out 
of 10 read comics regularly. He suggests, though, that parents see that their 
children stick to "good" comics and programs; also, that these activities be 
balanced with others of "greater value." 
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Office of the President 


G U 1/4/55 


JLH: 
CANCEL THIS AD--- 








iain There is a big story here - and nothing in it 
deadly elec actually classified - but what will be gained 
with Mach by publishing it? 

men 3 It might give comfort to the communists to tell 
m.p.h. in tk them anything at all about our missile worke 
getting intc 


The equipment Raytheon is producing for the 
Launchi security end defense of the country is so 
ching 1 or dpperten’ that we can't afford to take any riskse 


degrees F., 4 

ing on the k It seems to me there ts a message we should 

6 didi print, however--one in which every American can 
take pride and confidence: Raytheon's government 
contracts are being carried out by many of the 

RAY THEC nation's ablest scientists, engineers and workerSe 
These fine people have a deep respect for the 

quality of the electronic equipment they meke. 

They know its importance’ to the welfare and sefety 

of a free people. What do you think? 
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Ce Fe Adams, Jre 


RAYTHEON MANUFACTURING COMPANY, WALTHAM 54, MASS. 
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LIFE AROUND THE WORL D® 





FROM JAPAN 





HIGH JINKS IN DIET 


TOKYO-—Japanese voters are about 
to elect a new Diet, or Parliament. The 
question is whether they will prefer 
candidates who are handy with their 
fists, those who have gotten rich on 
bribes, or the handful who have proved 
genuinely able legislators. 

Japan’s Diet is probably the most riot- 
ous political assembly in the world. 
Fights and the antics of members who 
drink too much enliven the meetings. A 
scandal-free session would be unprece- 
dented. For example, the Diet just dis- 
solved had the following on its record: 

Four representatives were ar- 
rested on charges of bribery. 

Police were called in once to 
quell a riot on the floor. 

Forty-five members were sus- 
pended 30 days for rioting. 

Kissing Minister. Explosive as it was, 
the most recent Diet did not produce an 
individualist who could rank with San- 
roku Izumiyama, onetime Finance Min- 
ister. Izumiyama, after a few drinks, 
earned a place in history by forcibly 


kissing a sedate, elderly woman mem- 
ber, at the same time declaring: “I love 
you better than my _ supplementary 
budget!” 

Fist fights have always been fairly 
commonplace in the Diet. The present 
Premier, Ichiro Hatoyama, fondly recalls 
his first battle when he was a freshman 
member in 1914. It is significant that the 
Diet does not permit ash trays, teacups or 
other throwable objects in either the gal- 
lery or on the floor. 

The granddaddy of all Diet rows oc- 
curred last June when the Liberal ma- 
jority insisted on extending the session to 
pass several “urgent” bills. The Social- 
ists, opposing the extension, started riot- 
ing. They blocked the doors to the Diet 
chamber, and their women deputies oc- 
cupied the seats of Cabinet members. 
Two hundred policemen finally put a 
stop to the battling. 

Japan has various corrupt-practices 
laws to discourage bribes, but scandals 
crop up with monotonous regularity. 

(Continued on page 102) 





THE LEGISLATIVE SCENE IN JAPAN 


—United Press 


... it took 200 policemen to quell the fighting 
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Money Talke 


---AND TALKS 
BACK.TOO! 


When budgets are figured close, the 
pipe that “‘talks’” less money initially 
is usually heard above the pipe that 
quietly says, “‘durability.”’ Unfortu- 
nately, the pipe with the low-first- 
cost talk has a habit of talking back, 
too. You know this story too well if 
you’ve watched a pipe repair job 
where low-first-cost pipe has failed 
prematurely. The initial “savings” 
can be wiped out many times in 
labor costs. 

You can save yourself a lot of head- 
ache, a lot of expense if you investi- 
gate longer-lasting wrought iron pipe. 
Write Department Z for our booklet, 
Proof by Performance. 


A. M. BYERS COMPANY 
Clark Building, Pittsburgh, Pa. 


BYERS 


WROUGHT IRON 











PLANT SITE STUDIES 
IN THE 
SEABOARD SOUTHEAST 


We can save you valuable time and 
money in your search for the “right 
location for your plant. 


We are prepared to furnish concise 
and accurate reports on outstanding in- 
dustrial locations in the six southeastern 
states of Virginia, North Carolina, South 
Carolina, Georgia, Florida and Alabama 
where industry has made such notable 
growth in recent years. An outline of 
your requirements will bring prompt re- 
ports on locations suited to your individ- 
val needs. 


Our experienced plant location serv- 
ice will cost you nothing and your in- 
quiry will be held in strict confidence. 

Warren T. White 
Assistant Vice President 
Seaboard Air Line Railroad Company 
Norfolk 10, Virginia 








AIR LINE RAILROAD 
THROUGH THE HEART OF THE SOUTH 
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ENGINEERED ‘ 
for the man who travels a lot 





KOC HM FribeErRGLAS LUGGAGE 


PRONOUNCED "'KOKE'’ 


Precision made Koch Luggage is solid Fiberglas all the way through. 
No matter how far or how often you travel, the color won't scuff off. 
It is guaranteed against breakage on any airline, railroad or steamship, 
anywhere in the world. Ten styles for men and women. $39.50 to 
$79.50 plus Fed. tax. For descriptive folder address Dept. UM. 


KOCH OF CALIFORNIA 


Corte Madera, California 








Me CIR Tet 






ML ANSHHM AML SISIAD 
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Karly ‘limes J} 
is every ounce 
a mans whisky! 


This is the whisky that made 
Kentucky whiskies famous 


KENTUCKY STRAIGHT BOURBON WHISKY - 86 PROOF 
EARLY TIMES DISTILLERY COMPANY «+ LOUISVILLE 1, KY. 
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. . . Japanese press pokes 
fun at nation’s lawmakers 


A Government collapsed in 1947 when 
a number of Diet leaders were charged 
with taking bribes from a fertilizer com- 
pany to promote a huge Government 
loan. 

Two major scandals broke in 1954— 
one involving an investment house ac- 
cused of paying off members of three 
parties, and the other involving ship- 
building companies charged with dis- 
tributing $500,000 in bribes. 

Junkets. Like most legislators, Jap- 
anese members of Parliament frequently 
go on trips abroad at Government ex- 
pense to look into this and that. Some of 
the expeditions have been worth while, 
but often the travelers have had their 
troubles. 

There was one group not long ago that 
set out on an assignment to tour South- 
east Asia and showed up in London. The 
leaders explained they had decided to 
study Britain’s Parliament—but, unfortu- 
nately, had not learned in time that Par- 
liament was not in session. Another 
group, scheduled to spend eight weeks 
in the U.S., left at the end of two. 
The Japanese used their $30-a-day tra- 
vel allowance to buy clothes and had 
to hurry home when they ran out of 
money. 

Japan’s press has no hesitancy about 
commenting on the Diet. The magazine 
Bungei Shunju published recently an 
appraisal of members, some of whom 
were summed up in these words: 

“Choji Yamada: Necessary personnel 
for a Diet riot.” 

“Yoshizo Minabe: Necessary personnel 
to scare the speaker.” 

“Niro Hoshijima: The oftener he is re- 
turned to the House, the more obscure 
does he grow.” 

Bafflement. Often the processes of 
Western democracy seem to baffle Ja- 
pan’s legislators. For months last year the 
opposition, ignoring the principle of ma- 
jority rule, complained that the Govern- 
ment controlled “by mere numbers.” 
The Socialists argued that, since the 
minority had rioted against the majority, 
the majority should abdicate and give 
the minority a chance to run things. 

Nevertheless, Japan’s Diet is probably 
as good as any parliamentary assembly 
in Asia, and better than most. Some 
members are rowdy and some legislation 
shoddy, but the chances are the Diet 
elected this year will be a representative 
cross section of public opinion in Japan. 

And, certainly, no one will ever call it 
a rubber stamp. 
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SYSTEM 


ECAPPI NG USED AND RECOMMENDED BY 


A GENERAL TIRE SERVICE THOUSANDS OF TRUCKERS TO GET 


ORE MILEAGE at LESS COST 
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We're proud of the fleets that have switched over men for truck tire men. It saves money because 
to Kraft System recapping exclusively. And we it adds low cost miles. Call your General Tire 
believe they're proud of the recapping service Distributor for details—Headquarters for every 
they get. It's the one national, business-like Truck Tire Service. 


recapping system that is designed by truck tire 


KRAFT SYSTEM RECAPPING IS 
AUTHORIZED ONLY BY THE GENERAL 
TIRE & RUBBER COMPANY 











SAVES 258 
SHIPPING COSTS 





ELECTRIFIED MARSHIAN 
CLEANS UP MAYTAG 
SHIPPING PROBLEM 


All Maytag Washer shipments come 
clean, since installation of MARSH 
ELECTRIC Dial-Tapers. It’s simple to 
operate. You dial any tape length de- 
sired. In a split second, tape is measured 
accurately, moistened with thermostat- 
controlled warm water, cut off clean, 
and practically handed to you. There’s 
No guesswork; No lever to pull; and No 
wasted tape. Users save up to 25% in 
tape...50% in time, compared with 
manual tape machines. 

FREE: “The Marshian Story” of Electric Taping. Clip 
ad to business letterhead with your name. Mail Today ! 
MARSH STENCIL MACHINE COMPANY, 
61 Marsh Building; Belleville, Illinois U.S.A. py-} 


MARSH 








ELECTRIC 


DIAL TAPER 















CINCINNATI 
you'll like the 


or TERRACE 


TDILANZZA\ moter 


Next time you’re in Cincinnati, 
treat yourself to 
the all-round friend- 
ly hospitality of the 
famous air-condi- 
tioned Netherland 
or Terrace Plaza 
Hotel. You'll find 
perfect service and 
the most modern 
accommodations. 









JOHN G. HORSMAN 


owned and operated by 


THOS. EMERY'S SONS, INC., CINCINNATI, OHIO 
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When 15 Million Workers 
Unite—What It Means 


Now that most unions are to 
be banded together into one big 
organization, what does it all 
add up to? 

Is the ClO dead? What be- 
comes of Walter Reuther? Will 
unions be stronger or weaker? 
What problems are raised for 
employers? 

The article that follows seeks 
to put in perspective the forth- 
coming merger of AFL and CIO. 


When, within the year, the CIO is 
swallowed up by the AFL and two big 
labor organizations become one, these 
results can be expected: 

e George Meany, as head of the big, 
new federation, will become the strong- 
est labor leader in the world. He will 
preside over 145 unions in all walks of 
life, with a combined membership of 
about 15 million. 

e The union movement in the U.S. 
will come closer to being united than it 
has been for 20 years. It was that long 
ago when a group of unions broke away 
from the AFL and formed the CIO. A 
united union movement can be a strong- 
er union movement. 


@ Politically, 15 million union mem- 
bers, if they work together, can be a more 
powerful factor in elections than ever in 
the past. This means more help for 
Democrats, usually favored by union 
leaders over Republicans. 

e Employers, in some cases, will have 
fewer unions to deal with. This will 
result from mergers of individual unions 
that have been competing for members 
in the same industries. 

e After merger has become a fact, 
employers can expect stepped-up or- 
ganizing activity in fields where unions 
have had little success in recruiting 
members. 

@ The CIO, as it has been known in 
the past, will be dead. This develop- 
ment follows the outline of an article 
that appeared in U.S. News & World 
Report on Dec. 3, 1954. CIO unions will 
be banded together into a department 
inside the new federation, and an at- 
tempt will be made to perpetuate the 
CIO label. But there will be less em- 
phasis on CIO legislative and social 
theories as advanced over the years by 
such CIO leaders as Walter Reuther 
and the late Philip Murray. 

e Mr. Reuther, himself, will be less 
powerful outside his own union—the 
United Auto Workers. But he will not 
go into eclipse. As head of a union of 
more than a million workers, Mr. Reuth- 

(Continued on page 106) 





GEORGE MEANY, AFL, AND WALTER REUTHER, ClO 





—Wide World 


Still on the outside: John L. Lewis 
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It takes a specific 
location with 
proper facilities 

TO FIT YOUR NEEDS 


Write us 
YOUR REQUIREMENTS 














Plans for construction of a neoprene (chemical rubber) plant in the 
new Lake Michigan chemical center at Montague, Michigan, have been announced 
by E. 1, du Pont de Nemours & Co., world’s largest chemical concern. 

The new Du Pont plant will be close to the Hooker Electrochemical 
Company plant that began production recently. 

Hooker will supply anhydrous hydrogen chloride to Du Pont for its 
neoprene process. Union Carbide and Carbon will build a new plant in the same 
area to manufacture acetylene for Du Pont and future customers. 

Why did Du Pont choose this Outstate Michigan location? 

‘The plant area is over a huge deposit of salt from which the chlorine 
will be made (by Hooker),” said a Du Pont announcement. 

‘The existence of the deposits, the availability of labor, the ample supply 
of power and good water and proximity to markets are all major factors which 
led to selection of the Montague site.” | 

Outstate Michigan has plenty of good sites for chemical plants as well 
as any other plants. Many, like the Du Pont site, offer the benefits of Great Lakes 
transportation. 

For better profits investigate the industrial advantages of this water 


wonderland in the heart of America. 


Outstate Michigan FITS INDUSTRY LIKE A GLOVE 
HERE’S THE PLACE TO GO PLACES! 





marrgmmurcinage 


‘amstnauenserts! CONSUMERS POWER COMPANY — 
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all 4 ways 





@ Puncture Sealing 
a Blowout Resistant 
No air loss at rim 


&> Quick, safe stops 
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SEE BRITAIN FIRST 
—BY RAIL! 


Depend on British Railways for 


the Lake District or the colourful 
West Country—and for your oo 4 
onward journey to Ireland Gad 
and the Continent. 







E Tet Toke! 


1,000 miles of “Go-as-you-please” 
' rail travel in Britain. 


$] 8 cisss ONLY $97 clits 


Also good for reservations, all 
Irish cross-channel services, includin 
berths, and rail travel in Northern Irelan 
and points between Dublin and Belfast. 
Valid for six months. Not on sale overseas. 


SEE YOUR TRAVEL AGENT 


or British Railways Offices in 
New York, Chicago, Los Angeles, Toronto. 


BRITISH 
RAILWAYS>z 












Secure these, too, before you leave 
Train and cross-channel ship reserva- 
tions; attractive tours by rail/motor 
coach/ship. 


“GUEST TICKET“—unlimited rail travel— 














for 9 consecutive days—as low as $24. For literature, please write Dept. 18 

i i itai RAILWAYS, 9 kefeller Plaza 
Not obtainable in Britain. BRITISH ALWAYS fe 7 
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Drive for guaranteed wage 
will Wot'fade with CIO... 


er will continue to help shape policies 
of the labor movement. He also will be- 
come a vice president of the new fed- 
eration and a member of an eight-man 
governing group that will direct federa- 
tion affairs. 

Here, in more detail, is what this 
so-called merger will mean to employ- 
ers, workers, and the public in general: 


Effect on employers. When the 
new federation is formed, effects on em- 
ployers will vary from industry to in- 
dustry. Much will depend upon whether 
an industry now has one powerful union 
to deal with, or has two or more com- 
peting unions. 

Generally, there will be little effect on 
wage demands. The new organization, 
expected to retain the name of the Amer- 
ican Federation of Labor, will have no 
power to tell individual unions what to 
ask. for at the bargaining table. Every 


“anion will be on its own in bargaining. 


Wage patterns, as in the past, some- 
times will cross industry lines, but this 
will be because a big union in a key 
industry has won a pay raise that other 
unions try to copy. There won't be any 
“standard” pattern set for all of the 145 
unions coming together in the merger. 

One of the big unions that will seek 
to establish wage patterns will be the 
CIO United Auto Workers. Mr. Reuther, 
as an example, would like to get a guar- 
anteed annual wage from an auto com- 
pany this year, to set this up as a goal 
for other unions to aim at. In that way, 
Mr. Reuther will continue to be a worry 
to employers outside the auto industry 
even after he drops his CIO presidency. 


Effects on strikes. Merger, conceiv- 
ably, may bring about a reduction in 
number of strikes. 

This decline is expected to take place 
in those industries where rival AFL and 
CIO affiliates join forces. That would put 
an end to jurisdictional strikes, which 
occur when one union tries to take a 
plant away from a rival outfit. 

To some extent, jurisdictional strikes 
have been averted recently through a 
no-raiding agreement signed earlier by 
most AFL and CIO unions. This pact 
pledged the signers to respect jurisdic- 
tions of rival unions where contracts 
were in existence. Union A agreed not 
to try to recruit members held by Union 
B in a particular plant. 

The no-raiding agreement, however, 
does not cover a situation where two 
unions are trying to organize a non- 
union plant. Also, a few big unions 
have declined to sign the agreement. 
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.. . Stiffer bargaining—or 
less competitive zeal? 


Thus, employers still can expect some 
strikes involving disputes between unions 
over bargaining rights for a plant. 
The merger agreement does not force 
rival CIO and AFL unions in particular 
industries to get together as single unions. 


Larger strike funds? When unions 
in a given industry decide to merge, em- 
ployers in that field will find themselves 
up against stronger bargaining its, 
with more members and larger War 
chests for strikes. This could mean tough- 
er unions, demanding more, staying out 
on strike longer. 

Some union officials, however, take 
the view that mergers in some cases 
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UNIONS TALK POLITICS 
... stepped-up activity? 


will result in fewer strikes. They contend 
that union officials sometimes will “soft- 
en up” when they do not have compe- 
tition from rival unions. No longer will 
there be the urge to win larger pay raises 
than the rival group, in order to lure 
members away from the rival. 
_ Among the industries where mergers 
may take place in the next year or two 
are textiles, paper making, chemicals, oil 
refining, meat packing and the maritime 
fields. There are many other fields with 
competing unions, but some groups will 
be in no hurry to unite. 
While AFL and CIO affiliates are 
merging in various industries, left-wing 
‘unions in those same fields are expect- 
ed to try to work their way into the 
new federation. AFL. officials are trying 
to block a merger plan of the left-wing 
(Continued on page 108) 


U. S. NEWS & WORLD REPORT, Feb. 18, 1955 








NO IVORY TOWER, THIS... 


Far be it from us to be “far from the madding crowd’s ignoble strife.” 
We're located right in the heart of the nation’s financial center, right 
on top of the latest developments in business, industry, and finance. 
We've specialized in the business of managing money for individuals 
and corporations for more than 130 years. 


Fine, but what does this do for you? Just this. It enables us to provide 
one of the best Investment Advisory Services you can buy. It’s the kind 
of thorough-going, reliable service that 
eliminates the worry usually associated 
with ownership of a portfolio valued at 
$75,000 or more. 


Our new illustrated booklet gives you 
the story quickly and easily. If you would like 
a complimentary copy just say the word, 
by mail, telephone, or personal call. 

The booklet is called “How To Get The 
Most Out of Your Investments.” 


City Bank Farmers Zust Company 


CHARTERED 1622 


22 William Street, New York 15 
Midtown Office: 640 Fitth Ave. (at 51st Street) 


Affiliate of The National City Bank of New York 
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CANADIAN 
STOCKS 
WHERE will the profits 
be made in 1955? 


Is the Uranium Boom Over ? 


Every investor should have some 
part in the tremendous develop- 
ment which is taking place in 
CANADA but most profitable re- 
sults will go to the well-informed. 
If you are interested in learning 
which Canadian stocks hold the 
best prospects for profit in 1955 
and those which are in an un- 
favourable position and should 
be avoided, you will want to read 
our forthcoming Special Study 
“CANADA 1954-1955: an Econ- 
omic and Financial Review and 
We provide the only 
analyses of group action and 
economic surveys by industries 
available for Canadian securities. 











Five dollars will bring 
you a 60 day trial of the 
weekly Financial Letter 
of the Canadian Institute 
of Finance—a source 
professional opinion on 
Canadian Investment 
problems — as well as 
your copy of the above 
mentioned Special Report 
and our selection of 
THREE OUTSTANDING GROWTH 
SITUATIONS READY TO ADVANCE NOW 
Simply mail five dollars to us with 
your name and address. 
Registered as an Investment Advisor’ 
with the Securities & Exchange Com- 
mission, Washington, D.C. 


Joseph Luke French 


Investment Advisor 
Canadian Institute of Finance 
Suite 337, 1010 St. Catherines St.,W., 
Montreal Canada 





CHANGES OF ADDRESS should be sent not less 
thon two weeks prior to date change becomes effective. 
Send the address at which copies are now being received 
and the new address at which you wish to receive copies. 
U. S. News & World Report, Circulation Dept. 
435 Parker Avenue Dayton 1, Ohio 
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... End of “raids” expected, 
more straight organizing 


Fur and Leather Workers, which wants 
to join with the AFL Meat Cutters. Other 
unions that were expelled from CIO on 
charges of Communist domination are 
expected to make bids for mergers with 
established AFL or CIO groups. 


Bigger organizing drives? One 
thing that both AFL and CIO officials are 
stressing about the merger plan is their 
hope that organizing activities will be 
stepped up once the two groups stop 
fighting each other. 

Millions of dollars have been wasted, 
officials say, in raids by one union on 
territory of another union. Their hope 
is that this money can be spent on re- 
cruiting new members in plants or in- 
dustries now unorganized. 

Organizing drives are expected, for 
example, in the chemical industry, in 
lumbering and furniture, in retail stores 
and in offices. Mr. Meany already is 
talking of recruiting white-collar workers 
on a big scale, in a field hardly tapped 
so far by either AFL or CIO. 

Mr. Meany has made it clear that he 
has no intention of trying to recruit all 
of the nation’s 60 million workers. Many 
of these are in occupations: that do not 
lend themselves to union organizing. As 
an example, he said that small farmers 
would not be a target for recruiting by 
unions since the unions could not do 
anything for them if they did organize. 

The old quarrel between craft and 
industrial unionism will not be allowed 
to interfere with recruiting drives to be 
conducted by the new federation, under 
the merger agreement. 

The CIO was formed in 1935 by 
leaders of a few AFL unions that had 
tried to get the AFL to start a big 
organizing drive in the mass-production 
industries such as steel and autos. Craft 
unions were blamed for blocking crea- 
tion of plant-wide unions. 

Since that time, however, some of 
the AFL craft unions have branched out 
beyond their own groups of skilled crafts- 
men, such as electricians or machinists. 
These unions now organize factories on a 
plant-wide basis, taking workers as mem- 
bers regardless of occupation or skill. 

To reassure CIO unions, the merger 
agreement calls for creation of a sepa- 
rate department for industrial unions in- 
side the new federation. There already 
are departments of building-trades and 
metal-trades unions, for example. Mr. 
Reuther probably will head the new de- 
partment, to be called the Council of 
Industrial Organizations. CIO’s famous 
initials thus can be retained for recruit- 

(Continued on page 109) 
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. . . Bigger bloc of labor 
votes—if it’s a bloc 


ing drives. CIO’s present name is Con- 
gress of Industrial Organizations. 

CIO leaders also are promised three 
places on a top executive committee 
that will run the new federation. Five 
others will be from AFL. In addition, 
there will be an executive council of 29 
members, with 19 coming from the AFL 
and 10 from CIO unions. The AFL 
claims 10 million members, while CIO 
claims about 5 million. 


Effect on politics. The new federa- 
tion expects to wield more influence in 
politics. CIO leaders see the merger as a 
chance to expand CIO’s political opera- 
tions into the larger AFL membership. 

The new organization will stress to 
Congress and to candidates for office that 
it speaks for 15 million workers. The 
CIO from the start has been in the 
Democratic camp. The AFL also lined 
up with the Democrats in 1952, break- 
ing a long-standing policy of neutrality 
in the presidential race. 

Mr. Reuther denied last week that the 
merger will create a huge bloc of labor 
voters. He said that he could promise 
candidates only one vote, his own. At 
the same time, he said that a united labor 
movement would do a better job “of in- 
fluencing people.” 

Lobbying activities of the new federa- 
tion will be more effective, too, officials 
believe. In the past, CIO and AFL some- 
times took opposite stands and canceled 
each other out in asking Congress for 
legislation. 

The general policies of the new or- 
ganization, it is indicated, will be more 
conservative than CIO’s “line” has been. 
Many of CIO’s policies have been con- 
sidered by AFL leaders to be too radical 
for the older AFL groups. Mr. Reuther 
and his allies at times will be outvoted 
by conservative officials of AFL. 


What about Mr. Lewis? Officials of 
CIO and AFL have no intention of al- 
lowing John L. Lewis to move in on the 
merger. Mr. Lewis led in the formation of 
the CIO, but, after seven years, pulled 
out, Later he returned to the AFL for a 
while, only to quit when his advice was 
rejected by other leaders. 

The United Mine Workers union, 
which he heads, is expected to remain in 
its independent status while the merger 
goes ahead. 

Railroad brotherhoods, composed of 
crews who operate the trains, are not 
expected to join the new federation. By 
tradition, these unions are independent. 
Many of the nonoperating unions on the 


railroads belong to the AFL. 
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New Desk Top Copying Machine 
Gives You Direct Copies in Seconds! 


Makes up to 300 Copies per Hour 
at a Cost of Less than 2c Each! 
No Stencils, Messy Inks, or Fumes! 
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Produces up to 
300 copies of dif- 
ferent originals 
hourly, 11 inches 
wide by any length 


The amazing new Copyflex Model 100 _cialized legal, accounting, and en- 
will save you time and money in gineering copying . . . for general 
almost any type of paperwork opera- copying. The Model 100 is absolutely 
tion. Use it to set up fast, accurate clean, quiet, and odorless. Can be 
one-writing systems for order-invoic- put anywhere and operated by any- 
ing, purchasing-receiving, and similar one. Mail coupon for complete infor- 
systematized operations ... for spe- mation on Copyflex advantages. 
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Expansion of business activity is still 
under way. More and more capital 
seeking long-term investment is being 
soaked up. Bond yields are rising. 

The steel industry set its operating rate 
at 87.4 per cent of capacity in the 
week ended February 12. Order back- 
logs are rising, and the industry looks 
for an operating rate above 90 per 
cent of capacity before long. 

Auto production climbed to 164,295 
in the week ended February 5, within 
1 per cent of the 1950 record. Febru- 
ary output may exceed January pro- 
duction of 659,457. 

Electric-power output increased to a 
rate 15.8 per cent above a year ago. 
In recent weeks the year-to-year gain 
has widened sharply. 

Factory output rose to 135 on the indi- 
cator, only 3 per cent below the peak 
of July, 1953. 

Construction in January was at a rate 
of 40.2 billion dollars per year, up 13 
per cent from January, 1953. The in- 
dustry now has an output of 55 billion 
per year, if maintenance and repair 
work is included. 

Retail-store sales were at a rate of 180 
billion dollars per year in January, sec- 
ond-highest month on record, only 1 
per cent below December. 

Cash and credit buying have both 
risen. Weekly pay of factory workers 
in January was at a record high for the 
month. Dividends are rising along 
with stock prices, putting stockholders 
in an optimistic frame of mind. In- 
stallment-credit terms are easier. 

Accumulated savings are giving a feel- 
ing of security to many, encouraging 
them to spend more freely, from their 
incomes or with the use of credit. Sav- 


(1947-49=100) 


FACTORY 
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USTED FOR SEASONAL VARIATION 











ings accounts of individuals, as the top 
chart shows, rose about 8.6 billion dol- 
lars in 1954, largest gain for any year 
since World War II. 

Mortgage credit is superabundant, 
Home mortgages recorded in Decem- 
ber set a record 40 per cent above a 
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year earlier. The average mortgage 
grew to $7,131, up $759 in a year. 

Bond yields continue to rise. High-grade 
municipals yielded 2.48 per cent in 
the week ended February 5, up from 
2.29 early in December. High-grade 
corporations return 2.97 per cent, 
against 2.89 in December. 

Heavy demand for capital lies ahead. 

State and municipal borrowing, about 
7 billion dollars in 1954, seems headed 








Latest Indicators of Business Activity— 


much higher. A timetable of future 
State and municipal financing—some 
of it not due until 1956 or later—adds 
up to more than 15 billion. A new plan 
to foster school building, offered by 
the Administration, seeks to stimulate 
State bond issues on a large scale for 
this purpose. 

Commercial banks, important buyers of 
municipal bonds, will have less money 
with which to buy them if federal 
banks continue to limit reserves. 

The highway-construction proposal 
calls for a new federal agency that 
would raise money by sale of its own 
bonds, advancing the money to States. 
The agency would issue 500 millions 
of its bonds in 1956, 1.5 billions in 
1957 and from 2 to 2.5 billions per 
year from 1958 to 1965. 

Other borrowing will be heavy in 1955. 
Home-mortgage debt is to rise by 9.6 
billions, against 8.9 in 1954. Corporate 
borrowing is to hold near its 1954 rate 
of 7.6 billions. 

Money managers of the Government 
must walk a tightrope. Stock prices 
have climbed to a new high, despite 
a recent increase in margin require- 
ments from 50 to 60 per cent. Unless 
money tightens, stock speculation can 
get out of hand, mortgage demand 
may become too heavy. But, if bond 
yields rise too much, the school-build- 
ing plan will be in jeopardy. 

An upward trend of bond yields seems 
likely to continue. The rate, however, 
will be slow so long as business ac- 
tivity has room to expand without 
inflation. A moderate rise in bond 
yields will hardly stand in the way of 
financing urgently needed for schools, 
highways and other projects. 
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a giant stride toward forging perfection 


With the installation of the most modern, largest forging equipment in the world 
today, we have made a great advance toward forging perfection. These new facilities— 
50,000 pound drop hammers, massive presses and six newly designed Lithium atmospheric 
controlled furnaces—enable us to supply users with forgings of a quality never 
before equalled . . . close to tolerance and surface perfect. Because of the improved 
s “as forged” finish, machining has been reduced to a minimum, in many cases eliminated. 






Buy the best in ‘55. . . forgings made to a new high standard of quality. . . a standard 
that is “years ahead.’ Your inquiries and requests for quotation will receive immediate 
attention and delivery dates will be met promply. 


KROPP FORGE COMPANY «~ 5301 W. ROOSEVELT ROAD, CHICAGO 50, ILLINOIS 
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HOW TO KEEP GOOD MEN 
IN GOVERNMENT JOBS 


Following are excerpts from the “Report on Personnel and 
Civil Service,” as released by the Commission on Organiza- 
tion of the Executive Branch of the Government, Feb. 14, 
1955: 


Non-Career Executives 


Our Task Force has found, and we agree, that the govern- 
ment’s personnel on the whole is competent, faithful, and in 
numerous specialties, distinguished. The greatest weakness 
is in expert managerial direction. Management needs to be 
improved at all levels, from the non-career political appoint- 
ees and the career administrators down to the first line super- 
visors. 


Top Management is Understaffed 

It is generally understood that the Nation requires non- 
career executives who serve at the pleasure of the President 
and his immediate department and agency heads and who 
represent the political party in power and the measures to 
which it is committed. It is not well understood how much 
manpower is actually needed to do this job effectively. The 
existing number of non-career executives is spread too thin 
in terms of the tasks which they should perform. 

Our Task Force has noted the high and increasing rate of 
turnover of top non-career executives, especially in the assist- 
ant and undersecretarial positions. 


Average Months’ Service of Top Non-Career 
Executives, 1933-52 


1933-48 1948-52 
Secretaries 49 42.5 
Under Secretaries 23 23 
Assistant Secretaries 82 28 


Not only do non-career executives serve for short periods, 
but they commonly come unprepared for the type ‘of political 
struggle which at once engulfs them. In industry, the key 
executive positions are for the most part filled by men experi- 
enced in their line. Most of these have spent years working 
their way up from relatively low positions in the same or 
similar industrial activities. In contrast, the Government’s non- 
career executive usually is brought in from outside and is ex- 
pected to direct experienced employees engaged in long- 
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continuing activities of which he often has only a slight 
knowledge. He must acquaint himself with mountains of de- 
tails and engage immediately in advance planning, budget 
work and defense of agency policies and programs. 

Much of the activity of Government non-career executives 
involves the Congress, and in these relationships the Con- 
gressmen easily outweigh the Government executives in 
Federal political experience. In 1953, 26 Senators out of a 
total of 96 had more than 10 years of continuous service in 
the Senate and 154 Representatives out of a total of 435 had 
more than 10 years service in the House. In each House the 
seniority rule places these long-service members in key com- 
mittee positions, and it is with them primarily that the 
non-career executive must deal. 

The vast task of taking command of departments and 
agencies, developing policies and programs and defending 
these before the Congress and the public as well as before 
Presidential staff arms such as the Bureau of the Budget over- 
whelms the non-career executives, If this were not enough, 
they must make political speeches and participate in numer- 
ous political activities to promote their party's cause with 
the public. 

It has. therefore, been natural that overworked and rela- 
tively inexperienced non-career executives have tended in- 
creasingly to rely upon career administrators to carry part 
of the load. While career administrators normally have not 
been asked to engage directly in political battle, they have 
been over the past number of years thrust into the defense of 
agency policies, programs and activities. It has been common 
for non-career executives to make only brief appearances be- 
fore committees of the Congress and then leave the burden 
of detailed explanation to career administrators. 

Some career administrators have been drawn out of their 
proper role and have become identified with certain admin- 
istrations or particular policies and programs. To be sure, 
some career administrators have relished political combat 
and have done well in it. However, once they become so in- 
volved they are, of course, vulnerable to political attack which 
directly threatens their further usefulness. In order to merit 
the rights and safeguards of career employees, career admin- 
istrators must abstain from political participation. Non-career 
executives have a direct responsibility to avoid involving such 
career employees in tasks which should be performed by non- 
career executives. 
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. Additional Non-Career Executives Needed 


Our Task Force concludes that additional competent non- 
career executives are needed to carry the burden of execu- 
tive relations with the Congress and the public, and of policy 
and program development and defense. This need has had 
growing recognition in recent years, Provision has been made 
for a number of additional assistant secretaries. Also, some 
department heads have undertaken gradually to equip them- 
selves with staffs of both non-career and career assistants at 
the departmental level to review and coordinate the work of 
subdepartmental units and help in policy and program formu- 
lation. This trend holds great promise for improved depart- 
mental management and leadership, and non-career executives 
and members of Congress should recognize its importance. 

The Constitution and the trend of executive management 
point to the departmental level as the focus of political re- 
sponsibility and authority. The first Hoover Commission urged 
that “Under the President, the heads of departments must hold 
full responsibility for the conduct of their departments.” Sub- 
sequently, many steps were taken to realize this objective by 
pulling up to the departmental level many authorities former- 
ly vested by law in subordinate bureaus and agencies. 


Recommendation 


In order to realize the full benefit of this improved focus 
of responsibility and to improve the efficiency of our govern- 
mental system, the Commission recommends that: 

a. Career administrators, as rapidly as possible, should be 
relieved by the non-career executives of responsibility for 
advocacy or defense of policies and programs and should 
be kept out of direct participation in political controversies. 
This recommendation is in no way intended to restrict 

_ Congress in obtaining information from any employee 
of the Government. 

b. Additional competent non-career executives should be 
worked into management organization at the departmental 
level to help carry the workload, assist the secretaries and 
assistant secretaries in improving their control over and 


grasp of departmental business, and take over the political 
tasks formerly handled by many career administrators. 
Political appointees should not be placed in the line of 
command below career administrators. Obviously, such 
appointments undermine the line of command and make 
the position of career administrator untenable. 


Clearer Division Between Non-Career Execu- 
tives and Career Administrators Needed 


While the activities of both non-career executives and ca- 
reer administrators are complementary, each group has a vital 
and distinct function. These should not be confused with 
each other. 

Unfortunately, we have not in the past made a successful 
distinction between the two groups. In March 1953, an at- 
tempt was made to improve the delineation by the establish- 
ment of a definite class of political employees beneath the 
level of assistant secretary and exempt from the competitive 
civil service rules. At that time, political and confidential 
employees were removed from Schedule “A” and placed in a 
new Schedule “C.” The Commission concludes that while the 
concept of separating political and confidential jobs from 
other exempted jobs is basically sound, Schedule “C” has not 
yet achieved its desired objective, and the line between the 
kinds of activities carried on by non-career executives and 
those carried on by career personnel remains unclear. Also, 
some uncertainty as to the concept has resulted from the 
subsequent transfer to Schedule “A” of a substantial number 
of positions formerly in the competitive civil service and a 
tendency once more to create obviously political positions 
in Schedule “A.” 

The Commission, with the assistance of its Task Force, has 
developed general criteria for improving the line of demar- 
cation between the types of positions which should be classed 
in the non-career executive category and those which should 
be in the career category. Since the number of positions 
filled on the basis of political appointment amounts to only 
about one-half of one per cent of the total Federal work 
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force of 2,300,000 persons, our criteria concern this smaller 
number of positions. While obviously, these recommended 
criteria must be applied with some flexibility, they do pro- 
vide a guide for making a practical division of labor between 
the two groups. 


Recommendation 


We recommend that the President designate the positions 
which should be in the non-career category and that he use 
the following criteria to distinguish positions which should 
be in this non-career category: 


a. All positions filled by appointees of the President, with 
or without confirmation by the Senate;* 

b. All positions having vested in them statutory authority 
or executive delegations of authority requiring the incum- 
bents to make final decisions in the establishment of gov- 
erning policies, programs, objectives and in the enunciation 
of principles which will control the action of subordinates 
in the. implementation of the foregoing; 

c. All positions, the duties of which require the incumbents 
to act publicly in advocating new policies and in justifying 
or defending the governing policies or the basic principles 
or philosophy which controls their department or agency 
policies. Such duties would include direct participation 
with, or representation of non-career executives in public 
debate, evaluative discussions, and justifications of depart- 
mental policies, programs or activities. 

d. Most positions of a personal and confidential nature, 
such as personal aides, confidential secretaries, and per- 
sonal chauffeurs. Non-career executives may, of course, 
continue to employ career people in such positions. 


The Commission believes that the use of these recom- 
mended criteria together with the concept of concentrating 
political responsibility at the departmental level would do 
much to lessen the difficulties involved in this complex 
problem. 

co oO oc 


Problems of Finding Able Non-Career 
Executives 


The Task Force estimated that on the basis of its suggested 
criteria for determining non-career executive positions there 
are presently between 700-800 such positions in the Federal 
Government. We have urged that additional non-career exec- 
utives be worked into top management positions to help 
carry the increased political workload. 

Many Presidents and department heads have testified as to 
their difficulties in keeping these positions filled with compe- 
tent men. The Task Force notes that we have not as a people 
maintained public service as an attractive or even an endur- 
able pursuit. The Commission strongly concurs in this be- 
lief and endorses the Task Force suggestions for increasing 
the supply of competent non-career executives. 


Increased Compensation for Top Managers 


As a people we must realize that the present executive 
salary scale imposes a marked disadvantage on the Govern- 
ment in its attempts to attract and hold competent men in 
public service. The discrepancy which exists between execu- 
tive salary levels in the Government and in private life is 
considerable, especially when we consider the size and com- 
plexity of modern Government and heavy responsibilities of 
public office. 


*Except certain positions which the Commission recommends 


be removed from either Senate confirmation or Presidential ap- 
pointment or both. 
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A substantial increase in compensation is needed as tangi- 
ble recognition of the heavy responsibilities we have put 
upon executives and which they are being asked in our report 
to shoulder even more completely. The impact of such salary 
increases in relation to the Federal budget would be small 
enough indeed, but it would be a vital step in facilitating 
the needed interchange of competent men between private 
life and public service. It would also increase the likelihood 
that the able persons would find it possible to remain in pub- 
lic service for longér periods and resist the temptation to secure 
higher pay and other benefits in private employment. 

While matters involving the legislative and judicial branches 
of the Government are beyond the jurisdiction of this Com- 
mission, we note with approval that legislation is now pend- 
ing raising substantially the salaries of members of Congress 
and Federal judges. This is a recommendation of the princi- 
ples we have enunciated here. 


Recommendation 


We recommend that Congress authorize salary increases 
for the Government's top managers (career and non-career) 
as a practical means of securing and holding competent men 
in public service. 


Conflict of Interest Laws 


A particular obstacle to attracting competent men into po- 
litical service is the problem caused by those portions of the 
conflict of interest laws requiring divestment of personal in- 
vestments and industrial pension and other rights. While 
competent men may be willing for temporary periods to ac- 
cept lower pay in public service, increasingly they are be- 
coming reluctant to give up their lifetime accumulations of 
investments and pension and other rights of private industry 
and life. We must develop a fresh approach to this matter. 


Recommendation 


We recommend that the President and the appropriate 
committees of the Congress review the conflict of interest 
laws to determine whether the intent of such laws can be 
better achieved by other and more positive means which 
would encourage rather than discourage entry of competent 
men into public life. 


The Senior Civil Service 


Just as there is need for increasing the number and quality 
of non-career executives so is there need for providing within 
the Civil Service system a highly competent group of career 
administrators, neutral in politics, who will work under the 
direction of non-career executives in operating the machinery 
of the Federal Government. 

The system of personnel administration which now exists 
has several serious defects when it comes to supplying com- 
petent civil servants for the most important career managerial 
and staff positions. 

Although the Government is the largest employer with the 
greatest continuing need for managerial competence, it has 
no system by which it identifies men and women of great 
capacity within the Government. It has no integrated and 
well understood means of officially recognizing competence 
even after it is demonstrated. The personnel system as such 
does not place major and positive emphasis on affording in- 
centives to those who would devote outstanding talents to a 
career within the Civil Service, despite the fact that the Gov- 
ernment is dependent upon men who will make national 
administration their life work. The Civil Service system em- 
phasizes positions, not people. Jobs are classified, ranked, 
rated, and their compensation determined on the bland as- 

(Continued on page 116) 
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We hold the key 


to your new builc 


Division of the St. Regis Paper Company. A 


This modern building is the home of the Engineering and Machine 
| der D. Crosett & Associates, 





Architects and Engineers. Turner Construction Company, Builder. 


Whether it’s an office building, factory or ware- 
house you need, you can have it the way you want 
it and it will cost you-nothing but rent. 


No Capital Investment - 


The key to your new building is the Galbreath pack- 
aged service for financially sound companies. You 
tell us what you need and you sign a lease. Here’s 
what we do: 


e Acquire the land 

e Retain the architect and engineers 
e Handle the entire financing 

e Construct factory or office building 
e Name it for your company 

e Manage the completed property 


We Build To Suit You 


This unique service in the construction and financ- 
ing field frees your top management from the time- 
consuming planning and negotiating involved in 
erecting your own building. Best of all, you avoid 
tying up in real estate the capital you can use more 
profitably in your business. But you occupy —as if 
it were your own—a building that bears your com- 
pany name and that suits your special requirements. 







All Types of Buildings 


The St. Regis Paper Company, one of the largest 
paper manufacturers, is taking advantage of the 
flexible but complete Galbreath service. At East 
Providence, R. I., its Engineering and Machine 
Division occupies a 110,000 square-foot Galbreath 
building. At Franklin, Va., a bag manufacturing 
plant built by Galbreath is scheduled for comple- 
tion this month. In New York City, St. Regis 
will occupy three floors of the Socony-Vacuum 
Building, the world’s largest commercial air- 
conditioned office building, now under construc- 
tion for The Galbreath Corporation. 


Tell Us Your Needs 


Consult us before building. Take advantage of our 
quarter-century of experience serving American 
industry as realtors and builders. A few of the 
many Galbreath projects: factories for Celanese 
Corporation of America and Continental Baking 
Company; warehouses for Standard Brands, Inc.; 
office building at Pittsburgh for U.S. Steel-Mellon 
Bank; entire communities in nine states. 


oJ lohn| (J. Galbreath & Co. 


Realtors and Builders 
42 E. Gay Street, Columbus, Ohio 


New York office: 
Peter B. Ruffin, 150 East 43rd Street, New York City 





Offices: 


Columbus ° New York * Pittsburgh 





U.S. News & World Report 








sumption that they can always be filled like so many jugs, 
merely by turning the tap. 

The Civil Service law and system are designed primarily 
for other purposes. Originating as a reaction against the 
spoils system, and adapted to the large-scale employment 
problem of twentieth-century government, the present Civil 
Service system has not been geared to provide or develop 
professional administrators at the higher levels. The extension 
to higher posts of concepts and procedures which were de- 
signed for large numbers of standardized positions at lower 
levels has been awkward for both non-career executives and 
career administrators, because such concepts disregard so 
completely both the personalities and the careers of indi- 
vidual men. New concepts, policies, and procedures are 
needed which are designed specifically to supply career ad- 
ministrators at the higher levels. We propose a program de- 
signed to meet this need. 


The Proposed Senior Civil Service Defined 


There should be established a “Senior” Civil Service to 
consist of a group of career administrators carefully selected 
from all parts of the Civil Service and from all departments 
and agencies solely on the basis of demonstrated competence. 
They would be nominated to the service by department and 
agency heads and appointed by a Senior Civil Service Board 
to positions approved by it, with the consent of the President. 
In general, they would be paid from funds of their employ- 
ing agency at not less than a basic rate fixed by the board. 

a 2 ° 

The Commission believes that no attempt should be made 
here to specify too closely the details of this proposal. Con- 
siderable flexibility should be allowed for growth and adapta- 
tion of the Senior Civil Service to the Government’s chang- 
ing needs. The basic features of the Senior Civil Service 
should be as follows: 

1. Personal-Rank Status. Members of the service should 
have their rank, basic salary, and status vested in them as in- 
dividual civil servants. This would differ from the traditional 
practice of attaching rank and salary to the job. In a sense 
they would be “commissioned officers” of high rank and 
would occupy high administrative positions subordinate to 
agency heads and the political executive group. It is sug- 
gested that initially 1,500 persons be appointed as rapidly as 
qualified persons can be selected and that the number be 
increased progressively. An ultimate strength of 3,000 may 
be needed.* 

The size should be determined by the number of positions 
in which senior civil servants can be used appropriately and 
with selectivity. The Senior Civil Service Board would work 
out with departments and agencies the kinds of billets which 
would be filled by senior civil servants. 

2. Flexibility. Members could move from one job or as- 
signment to another in top management without the present 
danger of suffering loss of their basic pay or status. For ex- 
ample, a senior civil servant might be moved from a position 
as head of a division in an operating bureau to be the aide to 
an assistant secretary, and from there he might later be as- 
signed to a regional office. 

3. Obligation to serve. The corollary of personal-rank 
status is an obligation upon the part of the senior civil serv- 
ant to serve where needed most. Subject to a rule of reason 
and, of course, with a right to have his views considered 
in the decisions, he could be expected to fill an appropri- 
ate position in Washington, in the field service, or abroad, 
as needed. 


©The Task Force estimated that there are presently in the 
whole Executive Branch about 3,000 top management career 
positions. Therefore the idea of a Senior Civil Service does not 
embrace the creation of additional positions. 
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4. Political neutrality. Senior civil servants as a group 
should be fully prepared to serve faithfully each administra- 
tion that takes office. This means that they must avoid 
such emotional attachment to the policies of any admin- 
istration that they cannot accept change and work in 
harmony with new leaders. Senior civil servants would 
necessarily refrain from all political activities that would 
affect adversely their ability to perform their official duties 
fairly, or that would tend to identify them personally with a 
political party or its policies. The Hatch Act has already 
made this obligation clear where electoral campaign activ- 
ities are concerned. 

The senior civil servant should make no public or private 
statements to the press except of a purely factual nature. He 
should make no public speeches of a political character. He 
should not contribute to political campaign funds. He should 
avoid public identification with a political party, e.g., in 
rallies, fund-raising drives, and the like. On the other hand, 
he should be ready at all times to provide background infor- 
mation, relevant data, and even technical advice where such 
assistance can be helpful. 

5. Compensation. Senior civil servants should be paid ade- 
quately. Their salaries should range from the equivalent of 
GS-15 (presently $10,800 to $11,800) at entrance into the 
Senior Civil Service, upwards to a figure equivalent to that 
of under secretaries (presently $17,500). The latter salary 
would be attained by men of long service with outstanding 
records. 

° — c 


Separations for Cause and Appeals 


Procedures for removing employees from the Civil Service 
are complex and elaborate. They are fixed by both law and 
regulations. The provisions of the Lloyd-La Follette Act of 
1912 provide a simple and just method consonant with the 
requirements of an efficient public service. . 

Over the years, agencies have tended to make this simple 
removal procedure more complex than it need be. They have 
added elaborate removal requirements and have given em- 
ployees appeal rights in some cases through every step in the 
organizational chain. 

Further complications have grown out of Section 14 of the 
Veterans’ Preference Act of 1944. Under this Section a vet- 
eran is entitled to a right of appeal to the Civil Service Com- 
mission after having gone through the procedure prescribed 
in the Lloyd-La Follette Act in his own agency, and the Civil 
Service Commission may override the employing agency. 
More than 50 per cent of Federal employees are now vet- 
erans. This 1944 Act for the first time introduced Civil 
Service Commission control of the power of a department 
head to discipline his staff. 


oo co ° 


Recommendation 

We recommend that: 

a. A veteran’s special right to appeal to the Civil Service 
Commission be limited to the first 5 years after appointment 
to the service. At the completion of the 5-year period the 
veteran would revert to the regular appeal procedures now 


available to non-veteran employees. 
o e oO 


Reductions in Force 
At present, regulations governing layoffs or reductions in 
force are dominated by the provisions of Section 12 of the 
Veterans’ Preference Act of 1944. 


o oO oO 


(Continued on page 118) 
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Chemicals for Alaska’s new gold 


On the Alaskan panhandle, grizzled 
sourdoughs once scanned their pans for 
the bright glint of gold. ' 

Now engineers of modern industry 
scout the land in helicopters to stake 
claims for industry. 

Already working is the new $52 mil- 
lion plant of the Ketchikan Pulp Co., 
formed by American Viscose and Puget 
Sound Pulp and Timber. It will draw on 
78 biilion board feet of commercial 
timber in the Tongass National Forest. 

Pulp of high quality requires large 


quantities of chlorine and caustic soda. 
So today, from Tacoma through the 
beautiful Inner Passage, goes a special 
barge, its hold heavy with liquid caustic 
soda, its deck crowded with tank cars 
of Hooker chlorine and other raw ma- 
terials—bound for Ketchikan. 

From plants in Niagara Falls, 
Tacoma, and Montague, Michigan, 
Hooker supplies much of the chlorine 
and related chemicals used by Ameri- 
can industry. 

The Tacoma plant, which supplies 


1905—Half a Century of Chemicals 





From the Salt of the Earth—1955 
HOOKER ELECTROCHEMICAL COMPANY 


Ketchikan, opened 25 years ago, and 
has played a pioneer’s part in the North- 
west’s industrial development. Across 
the border in Vancouver, Hooker is 
preparing other facilities to serve this 
growing area. 

Hooker chemicals—from the salt of 
the earth—are helping to extend new 
industrial frontiers into the wilderness, 
helping in the creation of new products 
and new industries here at home... as 
they have through half a century of 
chemical pioneering. 


may 
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The Task Force recommended that absolute veterans’ 
preference in reduction in force be terminated . . . 

The Commission believes that absolute veterans’ prefer- 
ence has worked particularly severely against non-veteran 
employees of long service. While the Commission favors 
granting special advantages for veterans in layoff procedures, 
this consideration should be balanced in such a way as to 
avoid working too strong a hardship on non-veterans of long 
service to the Nation. 


Recommendation 


We recommend that reduction-in-force procedures speci- 
fied in Section 12, Veterans’ Preference Act, and other laws 
should be modified to provide: 

a. That a system be established which divides com- 
peting status employees into three categories: (1) Veterans 
with compensable service-connected disabilities; (2) all other 
veterans, and those non-veterans of 15 or more years Federal 
service; and (3) all other employees. 

b. That in calculating Federal service each full six 
months of military service during time of war or extended 
military action shall count for one year of civilian Federal 
service; each year in which a Civil Service employee received 
a meritorious or outstanding service award may be counted as 
one and one-half years of civilian Federal service. . . . 

c. That in layoffs the order of retention be as follows: 


(1) Veterans with compensable service-connected disabilities 
shall have preference over all other competing em- 
ployees. ... 


(2) Veterans with competitive status having no compensable 
disabilities shall have preference in layoffs over all other 
employees except veterans with compensable disabilities 
and non-veteran employees with status and 15 or more 
years service. ... 


(3) Non-veteran employees with competitive status shall have 
preference over all employees without status. . . . 


d. That no employee, except veterans with compensable 
service-connected disabilities, who has less than 5 years of 
service (calculated in the manner prescribed above) shall 
have reassignment (“bumping”) rights in reductions in force. 

. ° oO 


Rural Letter Carriers 


On April 30, 1954, there were 32,352 rural letter carriers, 
including both regular and temporary employees. They are 
under the competitive Civil Service system. Appointments are 
made after examination (the same test as for fourth-class 
postmasters). On the average, nearly 15 applicants compete 
for each vacancy. 

Rural carrier examinations are centrally run by the Wash- 
ington office of the Civil Service Commission. The Commis- 
sion issues a “Certificate of Eligibles” to headquarters of the 
Post Office Department where selection is made according to 
the “Rule of Three.” Before a selection is made, however, the 
Department consults with political advisers. If the vacant 
position is located in an area not represented in Congress by 
the Administration’s party, a local political committee is con- 
sulted. If it is in an area represented in Congress by the party 
in power, the local committee submits its recommendations 
through the appropriate Congressman. The Post Office De- 
partment is notified and then makes its selection. 

The pressure on the Civil Service Commission to re-rate 
the papers, to disqualify candidates for technical reasons, or 
even to avoid an examination if the politically preferred 
candidate is not among the first three, is considerable. The 
undesirable intrusion of political pressure in Civil Service 
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Commission activities and the career nature of the job of rural 
letter carrier lead us to conclude that these positions should 
be disassociated from politics. 


Recommendation 


We recommend that the President direct termination of 
political clearance of eligibles for appointment as rural let- 
ter carriers. 


Other Presidential Appointments 


For reasons similar to those discussed above and earlier in 
the report, the Commission concludes that a strong career 
service as a vital underpinning to efficient government re- 
quires gradual elimination of political appointments in general 
for positions in which the incumbents serve under career ad- 
ministrators. 


Recommendation 


We recommend that U. S. Marshals and field officials of the 
Bureau of Customs and the U.S. Mints be brought under the 
Civil Service and “positions” should be filled by departmental 
appointments in lieu of the present method of appointment 
by the President. 


Codification of Civil Service Laws 


There is a great mass of laws, Executive Orders, and regu- 
lations affecting all types of personnel. As an example, the 
Department of Agriculture reported on October 1, 1947, 199 
laws which affected the management of its personnel. This 
makes for great difficulty in personnel management. 


Recommendation 
We recommend that: 
a. The Civil Service Commission, with the Bureau of the 
Budget, undertake a codification of the laws and orders affect- 


ing Federal personnel management. 
co * oO 


Savings 

The Commission believes that its recommendations and 
suggestions are designed throughout to simplify and expedite 
Federal personnel management, contribute to higher employee 
morale and efficiency and thereby raise generally the level of 
service to the people. We also believe that the benefits and 
economies which will flow from our recommendations and 
suggestions for improved personnel management, though not 
reducible to dollar measures in most cases, are very sub- 
stantial and would far offset any increases in costs which 
would accrue from their implementation. 

We believe that the effect of our recommendations con- 
cerning non-career executives and the Senior Civil Service 
would do much to attract able people into the Federal service, 
make more efficient use of them while they are there and 
retain them longer. Sustained improvement in the com- 
petence of the Government’s top managers will quickly and 
directly improve the effectiveness of all Federal employees 
in serving the public. 

° © oO 

We do not attempt to estimate an overall savings figure in 
connection with our recommendations. Even if this were pos- 
sible, it would be relatively small compared to the indirect 
immeasurable gains which improved personnel management 
can bring to the operation of government. Every segment of 
our society would benefit from better direction of govern- 
mental affairs. 
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THREE MARION 
111-M sHOVELS 
SPEED MAINE PROJECT 


Nearly 5 million yards of excavating, including a half million yards of rock, is the 
job of 3 MARION 111-M machines owned by The Nello L. Teer Company of 
Durham, North Carolina. 





Extending the Maine Turnpike, their 4 cu. yd. dippers chew through rock, shale 
and borrow pits to keep a fleet of trucks on the move. One of the machines also works 
regularly as a 5% cu. yd. dragline. 


Get the facts about the production of 111-M machines where BIG yardage is be 
needed and the digging is tough. * 
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MARION * OSGOOD ° GENERAL 


MARION POWER SHOVEL CO. e« MARION, OHIO, U.S.A. 


A Subsidiary of Merritt-Chapman & Scott Corporation 
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The Land of Plenty is not 

only near established markets — 
it's a vital part of booming new ones. 
And foreign markets are at your doorstep 

through the big, modern Port of Norfolk on famed 
Hampton Roads. Manpower is abundant, 

too — both skilled and unskilled men and women. 
And just as important, these workers have 
established high production records — and they like 
to live and work in the Land of Plenty. 

Also rich in natural resources, this great industrial 
region is strategically located within 

short-haul distance of abundant raw materials basic to 
low-cost production. These are only three of the 
reasons you should get the facts on the 

Land of Plenty. You can find plant sites ideally 

suited to your needs simply by 
asking our industrial specialists for 
assistance. Your inquiry will be 
handled premptly, accurately, 

and in strictest confidence. 




















WRITE, WIRE or CALL: 

INDUSTRIAL AND AGRICULTURAL DEPARTMENT 
Drawer U-671, (Telephone 4-1451, Ext. 474) 
Norfolk and Western Railway 

ROANOKE, VIRGINIA 





World's Finest All-Purpose @ Reasonable Tax Structures 


Bituminous Coal @ Friendly, Progressive 


High Calcium and Dolomitic Communities 


Limestone @ Plenty of Room to Grow 
Ample Power and Industrial Good Research Facilities 


Water @ Dependable N&W Transporta- 
Excellent Climate tion Service 




















THE | : : 
YOUR TRAFFIC MANAGER is a transportation “Land Plenty 5 Aang 
ATEs ‘ : 


THE SIX GREAT - pre T . 
SERVED BY THe vee” VIRGINIA”, 7 
NORFOLK AND WESTER, “ VIRGINIA 


expert, and transportation is a major factor in 
good plant location. Consult him about trans- 
portation advantages for your plant. 


~. ri Ne: 


RAILWAY 


KENTUCKY <RYy 




















— 





Trend of American Business 





24th and N Streets, N.W. 
Washington, D. C. 


Job situation is improving. There is little doubt about that now. 

Employment, it's true, declined from December to January, but it always 
does. Point is that the drop was less than usual this year. 

Unemployment also rose, but the rise was smaller than in most years. 

Total number of employed reported by the Commerce Department is higher now 
than it was a year ago. Comparative figures are 60.2 million in January this 
year, against 59.7 million a year ago. Figures include everyone at work. 

















Employment figures, however, are going to be the source of argument for 
some weeks to come. The Administration and its supporters are using them to 
cite evidence of business improvement. Critics say that the same figures show 
that the recovery is not going far enough. 


Take this new index of unemployment just issued by the Government..... 

Unemployment late last summer was 140 per cent of the 1947-49 average. 

Number of jobless now is down to 114 per cent of the 1947-49 average. 

These indexes are adjusted for seasonal changes. They show a decided 
improvement in the job situation in recent months. 











Now look at these job figures from the Federal Reserve Board..... 

Total employment in trade and industry hit 48.5 million in January, with 
seasonal adjustment. In December the figure was 48.4 million. 

Payroll employment, considering the season, actually improved in January. 
Total number on business payrolls, however, was lower this year in January than 
in January of 1954--about 350 million lower. 

Nonfactory employment--workers in construction, trade, finance, services 
and in Government--is above a year ago. 

Factory employment, however, is reported to be 500,000 below a year ago, 
even though factory output is running ahead of last year. 




















Here is where the argument begins and is likely to continue. 

Critics of the Eisenhower business policy are saying that Government should 
do something to promote still further employment, that anything less than 
reasonably full employment is uneconomic. 

Supporters of current policy refuse to get excited about this trend. They 
argue that business improvement, now so evident, can continue under its own power. 

You already are hearing these arguments before the Joint Committee on the 
Economic Report, which now is inquiring into the business situation. 


But there is more than words involved in this dispute. The critics are 
urging a greater outlay for schools, highways, other public projects. And they 
suggest lower taxes on low-income families to boost purchasing power. The sup- 

(over) 
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TREND OF AMERICAN BUSINESS--(Continued) 
porters say that such actions would tend to produce another inflation. 


Actually, business seems to be developing a full head of steam. 

Building boom shows no signs yet of slowing down. 

Building activity in January continued at a record rate. Considering the 
season, the outlay for new construction was at an all-time high. 

Home construction remains the strongest support of the boom. However, 
other types of building also are displaying strength. 

Commercial building--office buildings, stores--is still running well ahead 
of a year ago and shows signs of continuing to expand. 

More important, perhaps, is the January rise noted in industrial building. 
This type of construction has been declining, but increases have been noted in 
the last three months. Industrial expansion may be turning up again. 




















Further support for construction comes from new contracts. Contract awards 
reported for January by F. W. Dodge Corporation were higher than a year ago for 
both residential and nonresidential building. This means that future construc- 
tion is to be high. And building is a powerful prop to business. 





Retail trade also seems to be holding close to the pace attained just 
before Christmas. That, too, takes the season into consideration. 

Total retail sales, after seasonal adjustment, are estimated officially to 
have dipped only 1 per cent below December's record rate, and to be running 10 
per cent ahead of a year ago. Latest estimates are for January. 

Sharpest sales increases over a year ago are reported by auto dealers. The 
auto industry, in fact, is about even with construction in contributing to the 
general upturn in business activity. 














Other retail stores, however, also are improving over last year's volume. 
Year-to-year gains are reported for food stores, restaurants, department stores, 
hardware stores, lumber yards, service stations. 

Gains, apart from auto dealers, are small, but they still are gains. 





In view of these trends, it's unlikely that agitation for more Government 
spending, or for individual income tax cuts, will be heeded. The Administration 
appears to have a strong case for letting things alone just now. 


But you can expect a vigorous dispute over credit policy. 

Government's money managers in the Federal Reserve Board and Treasury are 
inclined to let credit conditions tighten up a bit at this time. 

Basic reason for this policy is the view that too much credit might spark 
too much business expansion at the moment, too much to be healthy. 

Opposing view cites industry's unused capacity, the pool of nearly 3.4 
million unemployed, to argue that inflation is just a phantom danger now. 

Outlook, however, suggests continued caution in credit management. After 
all, this is the view that now prevails in places where credit is regulated. 











Treasury, in any event, has been successful with the latest refunding. 

Long-term bond offering--40 years at 3 per cent--got investors to subscribe 
to the tune of 1.9 billions. Outside limit was 2.6 billions. 

All told, the Treasury refunded more than 14 billions of maturing issues. 
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New assembly-line adhesive makes 4 
sandwich panels stronger, 


more heat resistant 


With a new Armstrong Adhesive—D-253N—you 
can make sandwich panels that are far stronger and 
more heat resistant than those made with the best 
thermoplastic adhesives previously available. And 
these panels can be made with assembly-line speed 
and economy. 


D-258N is virtually a new type of adhesive that’s 
intermediate between thermoplastic and thermosetting 
cements. It can hold a dead-load twice that of the 

best conventional thermoplastic adhesives, and its 
greater heat resistance makes it useful at tempera- 
tures up to 180° F. This remarkable improvement 
brings the speed, convenience, and economy of air-dry- 
ing cements to many who have been obliged to use 
thermosetting adhesives. 


With Armstrong D-253N, skins of stainless steel, aluminum, 
plastic laminate, or hardboard can be bonded to cores of 
honeycomb, plywood, or foamed materials. Assembly- 

line fabrication of these panels takes just a few minutes. 
Finished panels are strong and lightweight and can 

be used for such things as flush doors, table tops, 

and office partitions. 


For more information on D-253N and other Arm- 
strong Adhesives, write Armstrong Cork Com- 
pany, Industrial Division, 8002 Dunlap Road, 
Lancaster, Pennsylvania. In Canada, 6911 
Decarie Blvd., Montreal. 


(Aymstrong 


ADHESIVES ¢ COATINGS e SEALERS 


. . used wherever performance counts 
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PLANNING YOUR ESTATE 


Gifts and Split Bequests Will Cut Taxes 


American families, more than 
ever before, are discovering that 
their pile of savings is threatened 
by the federal estate tax. 

The discovery—along with 
new tax changes—is leading 
people to check the rules. This 
article gives some methods of 
transferring funds with a mini- 
mum tax load. 


A problem once reserved to the 
wealthy few is beginning to sneak up 
on thousands of families. It is the 
problem of federal estate taxes and 
what they take out of the savings that 
people put aside for their families. 

There was a time, only a few years 
ago, when a man with a modest accumu- 
lation of savings could ignore taxes in 
planning his estate. Now more and more 
families are likely to be subject to the 
U.S. estate tax. 
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ESTATE 
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$150,000 


In 15 years of inflation and prosperity, 
income and savings have grown rapidly. 
Individuals have poured billions upon 
billions of dollars into homes, life insur- 
ance, securities, bank accounts. Yet the 
amount of property exempted from the 
federal estate tax is unchanged. 

New changes just taking effect in tax 
law are making it even more worth while 
to plan for disposition of estates, For 
many, the solution centers around the 
opportunity for an individual to give 
away part of his holdings while he still 
lives. 

The problem. The big question, sim- 
ply put, is this: What can an individual 
do to assure his family members that they 
—and not the U.S. tax collector—will in- 
herit his savings? The right answers often 
can mean big savings on income taxes, as 
well as the estate tax. 

Story of what you can do along these 
lines is one that is best told by example. 
First, though, you need to understand a 
few simple rules that apply in figuring 
the federal levy. State taxes should be 
taken into account separately. 


$18,264 


$17,500 


The federal estate tax is levied on your 
assets, after certain expenses and other 
deductions are figured. Expenses include 
debts, and costs of administration and 
burial. Of what is left, you can leave 
as much as half to your wife—or hus- 
band—tax free. You can make charitable 
contributions tax-free, too. In addi- 
tion, you get a specific exemption of 
$60,000. 

The remainder, if any, is taxed at 
rather steeply graduated rates running up 
as high as 77 per cent. 

Those are the main estate-tax rules 
you need to keep in mind in check- 
ing the cases of representative tax- 
payers. 

Where there’s a will. To start with, 
take the man who wants to leave his 
$200,000 estate to his two children, but 
who also wants to see that his wife is 
provided for during her lifetime. 

The first plan that occurs to this tax- 
payer is simply to leave his entire estate 
to his wife. She will be able to live off 
the income from the property and pass it 
on to the children. With half the estate 


LEAVING YOUR ESTATE TO THE CHILDREN— 


Federal estate taxes, husband's and wife's, will total: 


TAXES UNDER TAXES UNDER TAXES UNDER 
Leave entire estate to Leave Leave half to wife, half to children 
wife — estate fo be passed entire estate — wife's share to be passed 
on to children at her death to children on fo children at her death 


$2,100 
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$34,937 


$31,500 


$9,600 
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$71,770 


$59,100 


$35,000 
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$400,000 


$110,128 


$87,700 


$63,000 











$500,000 


$148,754 


$116,500 


$90,600 
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1,000,000 


$350,087 


$270,300 


$233,000 
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Note: Assumes husband owns entire estate, dies more than 10 years before wife. 
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passing to the wife tax-free under the 
“marital deduction,” the husband’s estate 
tax is only $4,800. 

Hitch in this plan, the taxpayer dis- 
covers, is that at his wife’s death there 
will be a tax of $30,137 on her estate. 
With no husband, she will have no mari- 
tal deduction to take. So the entire estate 
will be taxed at once—and at progressive 
rates. 

Actually, the tax might be less than 
$30,137. If the wife dies within 10 years 
of her husband, credits for his estate 
taxes will reduce the tax on her estate. 
If she dies within two years of him—an 
example that illustrates some new tax 
tules—the entire tax paid at his death 
will be credited on her tax bill. 

Next plan that gets study—Plan B in 
the chart on page 124—calls for leaving 
the entire estate to the children. Then 
there will be no estate tax when the wife 
dies. Still, the estate tax at the husband’s 
death will be high—$31,500-—since again 
the entire estate will be taxed at once at 
progressive rates. 

Final plan is a compromise. If the hus- 
band leaves half to his wife and half to 
the children, the half that goes to his 
wife will pass to her tax-free. At her 
death, only half of the original estate 
will be taxed. Total tax, after both 
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GIFT TAX 


WILL BE: WILL BE: 


ESTATE TAX 


HOW GIFTS CAN REDUCE YOUR FEDERAL TAX 
| PLAN B: 


Give half of your estate to your family before 
death — will the other half to your family 


TOTAL TAX 
WILL BE: 





$ 0 


$ 0 


$ 0 





$458 


$ 0 


$458 








$3,094 


$ 880 


$ 3,974 





$8,040 


$4,076 


$12,116 





$14,467 


$8,800 


$23,267 





$53,715 


$37,888 


$91,603 





$141,090 


$96,183 


$237,273 





$438,630 





deaths, will be only $9,600—half of it 
levied at each of their deaths. 

This taxpayer expects to save about 
$25,337 by using Plan C. The chart 
shows how big these savings can be for 
people with smaller and larger estates. 
On a 1-million-dollar estate, for example, 
the saving is $117,087. 

Why wait? Even bigger sums often 
can be saved by the taxpayer who gives 
part of his holdings to his family before 
his death. 

An example or two will show how. But, 
again, you need to keep a few simple 
rules in mind, since gifts themselves may 
be subject to taxes. 

The gift tax is levied on the giver— 
not the receiver—as a device to prevent 
people from avoiding estate taxes. But 
this aim is not entirely achieved. 

First, gift taxes are graduated at levels 
only three fourths as high as estate taxes. 

Second, you can give away rather siza- 
ble amounts tax-free. In any or all years, 
you can give as much as $3,000 apiece to 
any number of individuals. In addition, 
you can give away $30,000 tax-free as a 
“lifetime exclusion.” 

Also, if you are married, you can give 
twice those amounts tax-free, if your 
mate consents to the gift. And half of 
what you give your wife is tax-free. 


$279,935 


$718,565 








Note: In all cases — gifts and bequests — wife gets half, and each of two children gets a fourth. 
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Gifts of amounts in addition to these 
“exclusions” are subject to progressive 
tax rates—taxable gifts you made in the 
past mean higher rates on gifts you make 
now and in the future. 

Gifts vs. bequests. To see what can 
be done under these rules, just assume 
you are a taxpayer with $200,000 that 
you want to transfer to your family—half 
to your wife and a fourth to each of two 
children. 

Like the taxpayer in the first example, 
youll find that waiting until death will 
mean an estate tax of at least $4,800 on 
your assets. But some judicious giving 
while you live can be highly beneficial 
to your family. 

You can, for example, give half of your 
estate to your family now—a fourth to 
your wife and an eighth each to your two 
children. You can bequeath the other 
half of the estate to the three in the same 
proportions. 

If you do, the gift tax will come to 
only $458, since much of the giving will 
be tax-free. Specifically, half of the gift 
to your wife will be exempt. And, with 
her consent, you can give $6,000 to each 
child tax-free. In addition, you can use 
your “lifetime exclusion” and a part of 
your wife’s. 

(Continued on page 126) 
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BY MAIL 


SAVE 


PREPAID SAVINGS CERTIFICATES 


They NEVER go up or down 

with the market... worth 

what you pay, plus dividends. 

Our policy makes your money 
available when needed. One 
of Chicago’s Oldest & Largest 
Savings Associations! Mail 
check or write for free Finan- 
cial Booklet. 


Address Savings Dept. 100. 


$25 Willion Strong! 
CITY SAVINGS ASSOCIATION 


1656 W. Chicago Ave., Chicago 272, Ill. 














In 
good 
company 


Look over the advertise- 
ments in this issue. You'll 
notice how many differ- 
ent kinds of businesses 
find it advantageous to 
advertise in “U.S. News 
& World Report.” Ask 
your advertising agency 
for their facts on how 
the “magazine of essen- 
tial news” fits into your 
own advertising program. 











WHY YOULL LIKE TO STAY AT 


mit 
lord, Onl ti 





Owner-management makes you feel like a 
V.1I.P. every time you come to Baltimore. 
Teletype: BA263. 
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Estates can be kept nearly intact if wife, 
children share bequests and gifts are spaced .. . 


At your death, then, with an estate 
worth a bit less than $100,000 after pay- 
ment of the small gift tax, the estate 
tax will be nothing. Half of the estate will 
go to your wife tax-free, and the specific 
exemption of $60,000 will cover the re- 
mainder. 

Your total tax, thus, comes to $458, in- 
stead of $4,800, for a saving of $4,342. 
How this plan works for estates of dif- 
ferent sizes is shown in the chart on page 
125. On a 1-million-dollar estate, the 
saving is $24,897. 

Yet this leaves many tax-saving possi- 
bilities still undeveloped. 

For one thing, these examples assume 
that gifts are made all at once—as a man 
might make them if he learned of these 
facts late in life. With a little advance 
planning, gifts can be made over a period 
of years in order to make use of more of 
those $3,000 annual “exclusions,” or 
exemptions. 

Also, not included are savings to 
be had on income taxes through gifts of 
income-producing property. 

How a widow sees it. Widows by 
the thousands in this country offer good 
examples of potential savings. 

Widow Brown, for example, is plan- 
ning to leave her $200,000 to her two 
nephews when she dies. But the tax col- 
lector is going to take $31,500. There are 
cheaper ways to do it. 

The widow can give a total of $140,- 
000 to her nephews over a period of 10 
years for a gift-tax bite of only $5,250. 
Rest of her estate—$54,750 after pay- 
ment of the gift tax—can be passed on to 
them tax-free under the widow’s specific 
exemption of $60,000. 

The widow will not spread her gifts 
evenly over 10 years, however, if she 
knows the score. For one reason, she will 
want to make use of her $30,000 life- 
time “exclusion” quickly, lest she die 
before she can use it. 

Another reason is provided by the so- 
called “contemplation of death” rule. 
Under it, gifts made within three years 
of death are presumed to be in contem- 
plation of death—that is, an attempt to 
avoid estate taxes. The presumption may 
be rebutted, of course. Yet Widow Brown 
will do well to make larger gifts in the 
early years of the plan. 

To show how income taxes may be 
saved, too, take the case of Widow Jones, 
who has two married sons and a million 
dollars. Her money, invested at a 4 per 
cent yield, provides a $40,000 income. 
Each son has an income of $10,000. 
Taxes on their aggregate income of $60,- 
000 come to $19,552, leaving them 
$40,448. 


Assume now that the widow transfers 
a fourth of her property to each son and 
pays a gift tax of $100,635 on the trans- 
action. Her remaining estate, $399,365, 
yields an income of $15,975. And each 
son’s income doubles, to $20,000. 

The family income has been reduced 
by $4,025—the 4 per cent yield on the 
property sacrificed to pay the gift tax. 
But income taxes are reduced by $7,268. 
The family has $3,237 more after taxes 
than it did before, and it’s a saving that 
continues year after year. 

At the widow’s death, there will be an 
estate tax of $87,517 on her holdings, 
worth $399,365. That, plus the previous 
gift tax of $100,635, brings the tax cost 
of transferring the fortune to $188,152. 
If the entire estate had passed at the 
widow’s death, the estate tax would have 
been $270,300. So there will be a saving 
of $82,148 on estate taxes, plus the sav- 
ings on income taxes. 

Widow Jones—and other tax-conscious 
people—will take care that the gifts she 
makes are “complete and _ irrevocable.” 
If there remains any substantial chance 
that the gifts will return to her before her 
death, they may not be counted as gifts, 
even though gift taxes have been paid. 

For the same reason, a husband giving 
property to his wife will avoid any ar- 
rangement under which the property 
might revert to him at his wife’s death. 
He can make sure, for example, that in 
his wife’s will the property is left to the 
children, or to others. 

As an alternative, he can give property 
in trust to his children, with a provision 
that his wife gets a lifetime right to in- 
come from the property. Her death then 
will not call for further estate taxes, since 
she will have had no control over the 
principal. 

New rules helpful. Changes just 
made in the federal tax code make it 
easier to avoid breaking up family estates 
in order to pay estate taxes. New rules 
for life insurance are particularly signifi- 
cant. 

Under old rules, the man who took out 
a policy on his life, expecting the pro- 
ceeds to pay his estate tax, ran into diffi- 
culties. If he paid the premiums on a 
policy that would pay off to, say, his 
wife, then the value of the policy itself 
was included in his estate. That made 
estate taxes themselves bigger. 

Now, under new rules, the fact that he 
pays the premiums on that policy will 
not require the value of the policy to be 
included in his taxable estate. 

To show how that works out, take the 
man who has $500,000 to leave his wife. 
The estate tax would be $45,300. Under 
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. . . Signing insurance 
over to wife may help 


old rules, if he took out a $50,000 policy 
on his life, in order to pay the tax at his 
death, his taxable estate jumped to 
$550,000, and his tax to $52,200. Under 
new rules, he can avoid the extra $6,900 
of estate tax—if he signs full ownership 
and control of the policy over to his wife 
or other beneficiary. When the taxpayer 
is single—for example, an aged parent— 
the savings under this new rule can be 
even larger. 

Gift taxes, of course, must be reckoned 
with, but the annual $3,000 exclusions 
and the marital exclusion will help with 
those. 

Note that a taxpayer who already 
owns a policy on his life may be able to 
use this new rule, too, simply by signing 
his policy over to his wife. 

Some taxpayers, using this method, 
will need to make the policy payable to 
a child in event of the wife’s death. Such 
action will avoid the chance the tax col- 
lector might rule that the husband re- 
tained an interest in the policy. 

A new rule for joint ownership of real 
property also will help many. A couple 
now can buy a home and take title as co- 
owners without paying any gift tax, even 
though one of them provides all the 
money for the purchase. If they sell the 
house, all of the sale proceeds can go 
back to the one who provided the pur- 
chase price, again without payment of a 
gift tax. Under old rules, a gift tax was 
due when the house was bought and 
another when it was sold. 

These examples and guide lines don’t 
cover all the angles. Taxes imposed by 
States on these transfers, for example, 
must be taken into account. Still, this is 
enough to show that a little study can 
yield important tax savings. 





> Easier taxpaying. Internal Revenue 
Service is making real progress in its ef- 
forts to devise a tax-collection process 
that will free 30 million or so taxpayers 
from preparing income tax returns. It’s 
expected that within a few weeks Con- 
gress will be asked to provide some new 
authority for the program. 

Actually, the first step already has been 
taken with the use this year of the punch- 
card form 1040A by taxpayers with in- 
comes of less than $5,000. 


> Capital needs. Investment of 24 bil- 
lion dollars a year in new plant and 
equipment is required if this country is 
to provide jobs for its growing labor force 
and keep facilities in modern and efficient 
condition, according to Walter A. 
Schmidt, president of the Investment 
Bankers Association. 
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Australia! 


The pampered few (just 39, 
all lst Class) who fly this ultra Super 
Constellation have a very good thing: 
an exceptional menu and wine list, 
deep sleeper chairs, a spacious lounge, 
and the solicitude of four cabin staff- 
ers. Speedy, too —just 35 hours San 
Francisco to Sydney via Hawaii and the 
South Seas. And at no extra fare. 

Ask your travel agent or any *Qantas 
or BOAC office about The Connoisseur 
or other (1st Class and Tourist) Qantas 
flights across the Pacific; across the 
world to 26 countries on 5 continents. 


* Pronounce the Q as in Quite comfortable 





ed 


QANTAS J 





AUSTRALIA’S OVERSEAS AIRLINE 



















am 
FOLLOWLL LEE 


TRUCKLEASING — the 
“ALL-Service” NTLS 
way! Be sure you get 
an experienced local 
member of the TRUCK 
LEASING SYSTEM 


ALWAYS a clean, per- BSS 
fectly maintained fleet 
—always the right 
size for the job. Look 
up NATIONAL TRUCK 
LEASING SYSTEM IN 
YOUR LOCAL PHONE 
BOOK or write for 
brochure and list of 
NTLS companies. 

Address, Dept. U-2 


TRUCK 
LEASING SYSTEM 


23 EAST JACKSON BOULEVARD 
CHICAGO 4, ILLINOIS 


DON’T BUY—LEASE YOUR TRUCKS 

















AtlasCorporation 


33 Pine Street, New York 5, N.Y. 


Dividend No. 53 
on Common Stock 








A regular quarterly dividend of 50¢ 
per share has been declared, payable 
March 21, 1955 to holders of record 
at the close of business on February 
28, 1955 on the Common Stock of 
Atlas Corporation. 

WALTER A, PETERSON, Treasurer 


February 3, 1955 























A POSTMAN'S 
REMARK ADDED 
$2000 TO MY 
INCOME 


By a Wall Street Journal 
Subscriber 


I was chatting with the postman who de- 
livers my mail. He remarked that two 
families on his route who get The Wall 
Street Journal had recently moved into 
bigger houses. 

This started me thinking. I had heard 
that The Wall Street Journal helps people 
get ahead. “Is it really true?” I asked 
myself. “Can a newspaper help a man 
earn more money ?” 

Well, to make a long story short, I 
tried it and IT DID. Within a year I 
added $2000 to my income. 

This story is typical. The Journal is a 
wonderful aid to men making $7000 to 
$20,000 a year. It is valuable to the 
owner of a small business. It can be of 
priceless benefit to young men. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $20 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $6. Just send this 
ad with check for $6. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N.Y. US 2-18 
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IF FUEL AND POWER 
are important to 


your PLANT LOCATION, 


investigate 


Within and near THE CENTER OF INDUSTRIAL AMERICA are abundant 
supplies of coal, natural gas and oil. And of course, plenty of low-cost 
electric power is available for your every need, supplied by Ohio Edison 
System. 

In addition, water is plentiful . . . plus chemical base materials of 
many kinds, such as salt deposits and brines, silica sands, gypsum and 
other minerals. 

Many other factors combine to make this a desirable area for your 
plant location: good transportation, skilled and unskilled labor, nearby 
markets and many others. For a checklist of these factors, send coupon 
today. 


Ohio Editon Company 


AKRON 8, OHIO 


@eeervveeveeeveev eevee ee eeee eee eevee eeeeeeeeeeeeseeee 


Mr. Walter T. Ackley, General Supervisor of Area Development 
Ohio Edison Company, Akron 8, Ohio 


Please send FREE area map. 


Name 








Address 








City Zone. State U-10 
















COAL, NATURAL GaAs and bituminous 
shale are found in rich deposits in and 
adjacent to THE CENTER OF INDUSTRIAL 
AMERICA, placing fuels and their by- 
products within easy access. 





Ort Resources—Supply this area from 
two directions: touching its bounda- 
ries in Pennsylvania, and terminating 
the big inch pipelines from Texas. 
This area is served by some of America’s 
largest oil refineries. 





ELectric PowerR—Supplied by the 
Ohio Edison-Pennsylvania Power Sys- 
tem, with 13 interconnected power 
plants, capable of producing 1,440,000 
kilowatts of electricity, with more 
facilities under construction! 


© 1955, O.E. CO. 
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>> That nickel cup of coffee is in sight again. Coffee drinkers are watching 
the big 1954 hump in coffee prices flatten out. Grocers cut coffee prices 
sharply last week, reacting promptly to lower prices along the line. 

Coffee price war in the producing countries lies behind the markdowns. 





Coffee supply, world-wide, is little different from a year ago when prices 
were much higher. At these lower prices, consumption could pick up. 








>> Coffee war is mainly between Brazil, largest producer, and Colombia, 
second-largest producer. Ordinarily, Colombian coffees sell for more than 
Brazilian types. The Brazilians have been counting on that. 

But the Colombians, who need dollars, fooled them. When the Brazilians set 
a very high minimum price on coffee exports last June, the Colombians underbid 
them. In August, the Brazilians cut their minimum price sharply. For several 
months, Brazilian coffee sold well. Then, last month, the Colombians started 
clipping prices again. On February 5, the Brazilians cut their floor price 
quite severely. Last week, Colombian prices were brought down, too. 

Question is how long this game of leapfrog can be played. Green coffee 
prices are down roughly 35 per cent since last June. Larger and larger subsi- 
dies are being paid coffeegrowers. 








>> As Brazilian coffee exports dropped off last month, the dollar flow into 
Brazil began to narrow. Bills owed to American exporters started to pile up. 

Rio sent a hurry call to Washington for help. 

High U.S. officials rushed to Rio last week and promptly granted an Export- 
Import Bank loan of 75 million dollars. This money will be passed over to the 
Brazilian central bank and will pay off overdue bills owed Americans. 

It is believed that this amount will tide Brazil over until the new coffee 
crop is marketed in July. However, it is clear that Brazil will have to con- 
tinue to take-it very easy on imports. 

Also, much depends on what Colombia does. If more undercutting of Bra- 
zilian coffee prices develops, the situation can get acute again. 

Meanwhile, exports of Brazil's many other commodities may pick up, follow- 
ing the granting of larger subsidies to exporters in January. 











>> Even before Export-Import loan just made, Brazilian debts were impressive. 
Brazilians owed Export-Import Bank 444 million dollars; the World Bank, 
134 million; the International Monetary Fund, 65.5 million; a group of American 
private banks, 200 million. There are also a number of private dollar debts, 
plus fairly large amounts owed to the British, and other Europeans. More than 
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BUSINESS AROUND THE WORLD--(Continued) 


half of Brazil's gold holdings are pledged behind the private bank loan. 

Internally, there is serious inflation.....mounting prices and costs. 

Most experts agree that among Brazil's greatest needs are a severe kind of 
austerity, drastic credit controls, a realistic exchange rate for the cruzeiro. 
Yet, the internal political situation is so shaky that the present Brazilian 
Government probably can't attempt such a tough progran. 

A new law allowing foreign firms to produce oil in Brazil is another 
necessity, as Washington sees it. Oil imports absorb much of Brazil's overseas 
earnings. But powerful political forces oppose such a law. 

Underlying difficulties remain in Brazil. Another U.S. loan simply puts 
off the day of final reckoning, some U.S. officials feel. 























>> Changes in the top management of the Kremlin produced varied reactions 
among businessmen in Western Europe, as in the U.S. 

Sensitive barometers, such as stock markets and commodity exchanges, showed 
no settled trends in Western Europe last week. 

Common shares, generally, gave ground for a day or two after the Russian 
news and then seemed to be leveling off. 

Commodity prices were just plain erratic.....Ups and downs, with no clear 
pattern evident at all.....Far Eastern commodities were weaker than others. 

European businessmen, living close under the shadow of Russia, apparently 
do not feel that the chances of all-out war are increased greatly by the swap- 
ping of places in the Soviet high command. At the same time, this new factor, 
added to the threat in China, reinforces the spreading feeling that quiet accu- 
mulation of raw materials and forward placing of orders for finished goods are 
wise courses to follow right now. 

















>> The British pound continues to make a weak showing. From time to time, as 
for six months past, the Bank of England has had to step in and support the 
pound to keep it above the official floor rate of $2.78. 

The Bank of England on January 27 raised the "Bank," or rediscount, rate 
from 3 to 3% per cent. One of several reasons for this interest-rate move was 
to make Britain a more attractive place for foreign funds. Expectation was that 
foreign demand for the pound would be increased thereby. 

But the pound is still weak. And this is during a time of year when it 
normally shows strength. To bolster the pound sterling, a further rise in the 
Bank rate is quite possible. Higher interest rates would also be a restraining 
influence on the inflationary trends beginning to build up in Britain. 

Besides “official” sterling, whose rate the Bank of England supports, there 
are other, cheaper kinds of sterling floating around the world. Using cheap 
sterling, commodity traders can arrange all sorts of deals that put dollars in 
their own pockets and keep them out of the British Treasury. 

"Commodity shunting," as this is called, seems to be a growing problem for 
British authorities. To some extent, it may be a result of the freeing of the 
commodity markets from Government controls. But essentially it will be present 
until all sterling is worth the same all over the world. 

















>> The Canadian dollar, too, is somewhat weaker in recent weeks. There's in- 
creasing criticism within Canada of its high-priced dollar and its effect on 
export trade. Ottawa is looking into the matter. 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any 
of these Shares. The offer is made only by the Prospectus. 


4,380,683 Shares 
General Motors Corporation 


Common Stock 


($5 Par Value) 


Rights, evidenced by subscription warrants, to subscribe for these shares are being 

issued by the Corporation to the holders of its Common Stock, which rights will 

expire at 6:00 P.M., Eastern Standard Time, on March 7, 1955, as more fully set 
forth in the Prospectus. 





Subscription Price $75 a Share 





The several underwriters may offer shares of Common Stock at prices not less than 

the Subscription Price set forth above (less, in the case of sales to dealers, the con- 

cession allowed to dealers) and not more than either the last sale or current offering 

price on the New York Stock Exchange, whichever is greater, plus an amount equal 
to the applicable New York Stock Exchange Commission. 





Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these Shares in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 


DILLON, READ & CO. INC. THE FIRST BOSTON CORPORATION KUHN, LOEB & CO. 


BLYTH & CO., INC. GOLDMAN, SACHS & CO. HARRIMAN RIPLEY & CO. 
Incorporated 

KIDDER, PEABODY & CO. LAZARD FRERES & CO. LEHMAN BROTHERS 

MERRILL LYNCH, PIERCE, FENNER & BEANE SMITH, BARNEY & CO. 


STONE & WEBSTER SECURITIES CORPORATION UNION SECURITIES CORPORATION 
WHITE, WELD & CO. DREXEL & CO. HORNBLOWER & WEEKS 
PAINE, WEBBER, JACKSON & CURTIS SALOMON BROS. & HUTZLER 


WERTHEIM & CO. DEAN WITTER & CO. 


February 9, 1955. 
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NE RULER WAS DEPOSED—and another took his 

place. Thirteen hundred hand-picked “delegates” 

approved. There was no dissent. It was a fantastic rou- 
tine. 

The people of Soviet Russia, of course—200,000,000 
of them—had no voice in the selection. They were giv- 
en no intimation that the change was even coming. 

What thoughts go through the minds of enslaved 
millions when they learn that an invisible force chooses 
their rulers for them! 

The age-old. principle of free men is that govern- 
ments derive their just powers to govern from the con- 
sent of the governed. But in Soviet Russia the individ- 
ual lives in a reign of terror as the state—personified 
by a small clique of ambitious men—attempts to im- 
pose its totalitarian will on every family in the land. 

There’s a strange acquiescence—a bewildered com- 
pliance for the moment. But underneath there is un- 
rest and a groping for the way out. 

The plight of an enslaved people is not unfamiliar. 
It has been witnessed again and again in history—and 
always in the evolution toward a climax the same un- 
mistakable signs are to be noted. 

For Soviet Russia today is on the road to a major 
revolution. A nation of 200,000,000 people will not 
remain indefinitely in slavery. 

The concentration camps contain 13,000,000 persons 
with relatives who day and night are scheming to find 
a way to liberate their kinsmen. The relatives of mil- 
lions who have been killed are seeking constantly an 
opportunity for vengeance. 

The Red Army temporarily conforms to the existing 
pattern of government discipline. But experience shows 
that, when the revolution comes, the army is the first 
to break ranks and overthrow the tyrants. 


The Communist clique which has been govern- 
ing Soviet Russia is well aware of the restlessness of the 
people. There’s not enough food. There’s not enough 
clothing. There’s no security for anyone. 

There’s much propaganda talk by the Communist 
leadership about solving the agricultural problem—for 
it is well known that a food crisis persists. There’s talk 
of mechanization so that farm machinery can be man- 
ufactured to till their vast acreages. But, as the talk 
goes on, the average man knows he is being condemned 
to perennial poverty unless some way can be found to 
achieve individual freedom. 

Inside the Soviet Union are more than a score of 
major nationalities. There are only about 80,000,000 
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Russians. The other nationalities—around 120,000,000 
persons—have little feeling of patriotism about any- 
thing Russian. The so-called “Union of Soviet Socialist 
Republics” is a paper description of a loose federation 
held together only by the iron hand of the dictatorship 
group. 

But, as has happened so many times in human his- 
tory, there’s no enduring strength in a dictatorship. 
“Uneasy lies the head that wears the crown,” irrespec- 
tive of the form of despotism or the period in history. 


We on the side of the free world now have an 
unexampled opportunity. 

This is the time for us to offer the hand of friendship 
to the peoples of the Soviet Union and to the peoples 
of the satellite states. 

This is the time to offer food and economic help. 

We need make only one condition—that free govern- 
ments must arise sc as to remove the fear of war from 
the whole world. 

For it is this fear alone which compels us to spend 
on armament billions that could be employed for the 
constructive purposes of peaceful living. 

The world is not safe for democracy today because 
autocracy, with its myriad of agents, infiltrates our in- 
stitutions and threatens us with war in numerous areas. 

There can be no peace when the citizenry anywhere 
has no voice in the operation of its own government. 

Peoples themselves never want war. Hence, we 
must make it clear to the enslaved in Europe and Asia 
that we are ready to help them, for we know they have 
the power to liberate themselves without bloodshed if 
they will but exert it in unison. 

No group or clique can stand up long against the de- 
termination of 200,000,000 people in Soviet Russia to 
recover their liberties. Their concerted action is what 
the dictators really fear. 

The dismissal of Malenkov reveals conspicuously the 
weakness of the dictatorship. 

The next step is revolution. 

We must, therefore, in our policies do nothing to 
discourage the oppressed peoples. In fact, if our states- 
men only had the courage to do so, now is the time to 
withhold recognition from the Bulganin regime in 
Moscow and to exert the greatest moral force the world 
has ever known—the force that exalts the principle of 
the consent of the governed. For the only way to assure 
freedom from fear throughout the world is to insist 
on the establishment of free governments. This is the 
prerequisite to the abolition of war. 
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Another new development using 





 B.F Goodrich Chemical raw materials 
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£ goueyh an artist in every youngster 
and frequently his work appears 
on the wallpaper. Crayon, fingerwork 
and even Mama's lipstick are all vehicles 
for wallpaper art—but you don’t have 
to worry. A manufacturer of wallpaper 
hit upon the idea of creating a paper 
using a Geon polyvinyl material mak- 
ing it easily scrubbable. 

The Geon material gives added depth 
to the design, more life and sparkle to 
the wallpaper and prevents rub-off. 
Dirt washes away because of the Geon 
material; and best of all, the paper is 
greaseproof. 

This is the kind of product improve- 
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B. F. Goodrich Chemical Company does not make this wallpaper. We supply only the Geon polyvinyl material. 


Now Geow wakes Wallpaper ensy to wo 


ment for which Geon materials are 
famous. Translate this into other paper 
uses—for bakery boxes, shelf paper, 
covers for handbooks and manuals that 
take lots of handling and packages for 
displaying merchandise—all are im- 
proved in good looks and durability. 
Geon is many things to many prod- 
ucts—comes in many forms. Products 
can be made rigid or flexible, abrasion 
and corrosion proof, or with the color 
scheme to your desire. Geon is insula- 
tion, upholstery, sponge, rigid vinyl 
pipe, screening and even weatherproof 
roofing. Name your problem . . . we 
will try to supply the answer with ver- 


satile Geon. For technical information, 
please write Dept.N-2,B. F. Goodrich 
Chemical Company, Rose Building, 
Cleveland 15, Ohio. Cable address: 
Goodchemco. In Canada: Kitchener, 
Ontario. 





GEON RESINS e GOOD-RITE PLASTICIZERS . . . the ideal team to make products easier, better and more saleable. 


GEON polyvinyl materials e HYCAR American rubber and latex e GOOD-RITE chemicals and plasticizers e HARMON colors 
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ENGLISH DUAL CHIMES Circa 7840. Strikes either Whittington or Westminster chimes. From famous Old Charter Collection, 
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Tick-tock....tick-tock...the whiskey that didn’t watch the clock...seven long years! 


Only a superior whiskey improves with age. Old Charter goes into the 
cask the finest whiskey obtainable. Long, quiet years later it emerges with 


all the subtle flavor a bountiful nature can bestow upon a whiskey. 


Long the standard of excellence for bourbon drinkers, Old Charter’s 
superb quality and rare smooth flavor have actually converted 
many Scotch, Canadian and Bonded 

whiskey drinkers. Try it yourself and you'll see why. 


OLD CHARTER 


@) Kentucky's Finest Straight BOURBON 
GERMAN FIRE CLOCK Circa 2 


AT Tie gree Te ecncamnt Of cil S Straight Bourbon Whiskey +7 Years Old 
burned in column. But Aowever time 


at rN 86 Proof + Old Charter Distillery Co. 
is measured, you will always enjoy ae, ‘ 
Old Charter’s supreme quality. PN een Louisville, Kentucky 





